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SECURITIES EXCHANGE ACT OF 1933 
Release No. 16290/October 23, 1979 


PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 
Release No. 21263/October 23, 1979 


ACCOUNTING SERIES RELEASE 
Release No. 271/October 23, 1979 


Deletion of Requirement to Disclose Replacement 
Cost Information 


ACTION: Amendment of rules. 


SUMMARY: Pursuant to Accounting Series Release 
No. 190, companies meeting specified size criteria 
have been required to report financial data regarding 
current replacement cost. The Financial Accounting 
Standards Board has issued a Statement of Financial 
Accounting Standards that require large, publicly 
held companies to make supplemental disclosures of 
certain effects of changing prices on the enterprise. 
Effective for fiscal years ending after December 25, 
1979, these requirements include the measurement of 
certain assets and of income from continuing opera- 
tions on the basis of both constant dollar and current 
cost accounting (although initial reporting of current 
cost information may be postponed for one year). 
The Commission is amending Regulation S-X to 
delete the requirement for disclosure of replacement 
cost information once these new standards are fully 
effective. In the interim period, the Commission will 
not require disclosure of replacement cost 
information by registrants who voluntarily present the 
specified current cost information in 1979 annual 
reports. The rule will also be waived for certain regis- 
trants who would initially be required to report 
replacement cost information for fiscal years ending 
after July 15, 1979. 


EFFECTIVE DATE: The requirements of Rule 3-17 of 
Regulation S-X for the disclosure of replacement cost 
information will not apply to financial statements for 
fiscal years ending on or after December 25, 1980. 


FOR FURTHER INFORMATION CONTACT: James 
L. Russell, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-272-2133). 


SUPPLEMENTARY INFORMATION: In Accounting 
Series Release No. 190 (“ASR No. 190’), March 23, 
1976 (41 FR 13596), the Commission adopted require- 
ments for the disclosure of the replacement cost of 
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inventories and productive capacity and of cost of 
sales and depreciation, depletion and amortization 
based on current replacement costs. The rule applies 
to registrants whose total of inventories and gross 
property, plant and equipment equals or exceeds 
$100 million unless such total amount is less than ten 
percent of consolidated assets at the beginning of the 
most recently completed fiscal year. 


The Financial Accounting Standards Board (“FASB”) 
has recently issued Statement of Financial Account- 
ing Standards No. 33, “Financial Reporting and 
Changing Prices”’ (‘FAS 33’). This Statement 
applies to public enterprises that prepare their primary 
financial statements in U.S. dollars and in accordance 
with U.S. generally accepted accounting principles 
and that have either (1) inventories and gross 
property, plant and equipment in the aggregate 
amount of more than $125 million or (2) total assets 
of more than $1 billion. It requires these enterprises 
to disclose (in any published annual report that 
contains the primary financial statements) supple- 
mental information about the effects of changing 
prices, including a measurement of income from 
continuing operations determined on the basis of 
“historical cost/constant dollar’ accounting and on 
the basis of “‘current cost’’ accounting. The current 
cost disclosures also include measurements of 
inventories and property, plant and equipment. The 
Statement is effective for fiscal years ending on or 
after December 25, 1979. However, disclosure of 
current cost information may initially be given in the 
first annual report for a fiscal year ending after 
December 25, 1980. 


In ASR No. 190, the Commission expressed its view 
that adoption of the replacement cost rule did not 
evidence prejudgment of any eventual conclusions 
from the FASB’s study of the conceptual framework 
for financial statements. In the interim, experimenta- 
tion with replacement cost information was expected 
to assist the FASB in its study of measurement issues 
in addition to providing meaningful supplemental 
disclosure. Although there are a number of 
differences between the Commission’s replacement 
cost rule and the current cost methodology 
prescribed by the FASB, ! these in many repsects are 
modifications that the Commission might have 
adopted had it not decided to defer the development 
of its rule pending FASB consideration of the issue. 
By requiring the presentation in annual reports of a 
computation of income from continuing operations 





1Current cost measures relate to the assets actually 
owned by an enterprise, rather than to the assets that 
would replace those owned if replacement were to 
occur Currently. 





on both a constant dollar and current cost basis, FAS 
33 makes a significant contribution to the evolution of 
these supplemental disclosures. 


Deletion of replacement cost rule 


The Commission supports this initiative of the FASB 
and believes that the supplemental information to be 
disclosed pursuant to FAS 33 will be useful to 
investors in assessing the effects of price changes on 
business enterprises. It is desirable that the initiative 
in this area return to the private sector where further 
development of the disclosures can draw upon 
conclusions reached by the FASB in its conceptual 
framework project. Accordingly, the Commission has 
concluded that it is appropriate to delete the 
replacement cost rule of Regulation S-X once the dis- 
closure requirements of FAS 33, including those 
relating to presentation of current cost information, 
are fully effective (fiscal years ending on or after 
December 25, 1980). During the intervening period, 
the Commission will waive (without the need for 
application to the Commission on a case-by-case 
basis) the replacement cost rule for registrants who 
include the current cost disclosures called for by FAS 
33 in their financial reports. Where current cost 
information is provided, comparative replacement 
cost disclosures for the prior year need not be 
presented, nor must the current cost information be 
reported in an unaudited note to the financial 
statements. The Commission encourages efforts to 
prepare the current cost disclosures in time for the 
data to be included in 1979 annual reports to share- 
holders. 


In order to avoid situations where replacement cost 
information would have to be developed for only one 
year, an automatic waiver will also apply to any 
registrant who initially exceeds the $100 million asset 
criterion on §210.3-17 at the beginning of a fiscal year 
ending after July 15, 1979, but who does not exceed 
the $125 million asset criterion of FAS 33. However, a 
registrant will be subject to Rule 3-17 if (1) it has 
previously reported replacement cost information 
even thoug not exceeding the $125 million level set 
by the FASB, or (2) it was not previously subject to 
the replacement cost rule but now meets the $125 
million size test of FAS 33. Such companies may 
either report replacement cost information for 1979 or 
provide the current cost disclosures specified by FAS 
33. 


Safe harbor 


In Accounting Series Release No. 203 (December 9, 
1976) (41 FR 54922) the Commission adopted a safe 
harbor provision covering replacement cost informa- 
tion disclosed pursuant or supplemental to the 
requirements of 8210.3-17. This action was taken 


because of the imprecise nature of the replacement 
cost information and the desire to encourage the 
development and disclosure of such information. 


A number of written comments submitted to the 
FASB in response to its December 1978 “Financial 
Reporting and Changing Prices’’ exposure draft 
expressed the opinion that a safe-harbor provision 
should also apply to disclosure of information on the 
effects of changing prices. The Commission 
acknowledges that some of the data is not subject to 
precise calculation and that various approaches may 
be taken in its preparation and disclosure, as was the 
case with replacement cost information. It believes 
that persons required to disclose this supplemental 
information should similarly be protected against the 
imposition of liability for such disclosures unless 
prepared without a reasonable basis or disclosed 
other than in good faith. Accordingly, the Commis- 
sion intends to propose a safe harbor provision for 
these disclosures. Until the replacement cost rule is 
deleted, the safe harbor provision contained in 
§210.3-17 of Regulation S-X will be deemed to apply 
to disclosures pursuant to FAS 33 that are reported in 
place of replacement cost data. 


Reporting of supplemental information 


As noted above, the disclosures of the effects of 
changing prices called for by FAS 33 are only 
required in annual reports containing the primary 
financial statements. The Commission expects to 
propose amendments to Regulation S-K that would 
require these disclosures, as well as other supple- 
mental information specified by standards established 
by the FASB, to be included in financial reports filed 
with the Commission. 


Furthermore, disclosures of the effects of changing 
prices are to be presented in supplementary state- 
ments, schedules or notes in financial reports, rather 
than as part of the financial statements. The Auditing 
Standards Board of the American Institute of 
Certified Public Accountants has issued an exposure 
draft of a proposed Statement of Auditing Standards, 
“Reporting on Required Supplemental Information,” 
dated October 1, 1979, that would require explicit 
auditor reporting when such information is presented 
outside the financial statements. The Commission 
has proposed in Securities Act Release No. 6127 
(September 20, 1979) (44 FR 55894) two alternative 
rules, either of which, if adopted, would have the 
effect of excluding accountants from potential liability 
under section 11(a) of the Securities Act of 1933 for 
reports on reviews of interim financial information 
under Statement on Auditing Standards No. 24 that 
are included in Securities Act filings. The Commis- 
sion expects to consider taking a similar position with 
respect to other forms of reporting that are based on 
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procedures that are less than an audit, including 
reports on required supplemental information. 


Effective date 


The requirements of Rule 3-17 of Regulation S-X for 
the disclosure of replacement cost information will no 
longer apply for fiscal years ending on or after 
December 25, 1980. 


COMMISSION ACTION: The Commission hereby 
amends 17 CFR Part 210 by adding a note to Rule 
3-17 (current replacement cost information) that 
provides for its deletion, as follows: 


§210.3-17 Current replacement cost information. 


* * * * * 


DELETION: The requirements of this rule shall not 
apply to financial statements for fiscal years ending 
on or after December 25, 1980. 


* * * 


This amendment is adopted pursuant to authority in 
sections 6, 7, 8, 10 and 19(a) [15 U.S.C. 77f, 77g, 
77h, 77j, 77s] of the Securities Act of 1933; sections 
12, 13, 15(d) and 23(a) [15 U.S.C. 781, 78m, 78o0(d), 
78wi(a)] of the Securities Exchange Act of 1934; and 
sections 5(b), 14 and 20(a) [15 U.S.C. 79e, 79n, 79t] 
of the Public Utility Holding Company Act of 1935. 


Inasmuch as the above described amendment does 
not impose any additional requirements under 
§210.3-17, the Commission finds, for good cause, 
that the thirty-day notice provision specified in the 
Administrative Procedure Act [5 U.S.C. 553(d)] is 
unnecessary, and accordingly, the amendment shall 
be effective as indicated above. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Release No. 16286/October 22, 1979 
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Reports by National Securities Exchanges and 
Registered National Securities Associations 


ACTION: Final rules. 


SUMMARY: The Commission is amending its rule 
requiring national securities exchanges and registered 
national securities associations to report changes in 
the membership status of their members. It has (a) 
rescinded the requirement that a national securities 
exchange or registered national securities association 
give telegraphic notice of the occurrence of changes 
in the membership status of any member for which it 
is the designated examining authority; (b) eliminated 
the requirement that a copy of the form be filed at 
the regional office of the Commission for the region 
in which the member has its principal place of 
business; (c) revised the form to incorporate certain 
minor stylistic and technical changes; and (d) 
amended the description of the form to conform it to 
a previous amendment of the rule. 


EFFECTIVE DATE: Immediately upon publication in 
the Federal Register. 


FOR FURTHER INFORMATION CONTACT: Ellen C. 
Kerrigan, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549, 
(202) 272-2364. 


SUPPLEMENTARY INFORMATION: 
Background 


In 1974, the Commission adopted Rule 17a-19 (17 
CFR 8240.17a-19) and Form X-17A-19 (17 CFR 
§249.635) to require national securities exchanges 
and registered national securities associations to 
notify the Commission and the Securities Investor 
Protection Corporation (‘‘SIPC’’) promptly upon 
learning that a change in the membership status of 
any of their members would occur or, unless notice 
was previously given, when the change occurred. 

This rule was one of many adopted to implement 
porposals submitted in the ‘“SEC Advisory Committee 
Study on Broker-Dealer Reports and Registration 
Requirements.”’ One of the recommendations of the 
Study was that, in regard to financial responsibility 





'Securities Exchange Act Release No. 10959, August 
9, 1974 [39 FR 30482, August 23, 1974]. Changes in 
status are initiation, suspension or termination of 
membership or any other similar change which 
affects the firm's relationship with the self-regulatory 
organization. Termination includes, among other 
things, resignation, withdrawal and expulsion. 





and related recordkeeping, a broker-dealer should be 
examined by_and report to only one self-regulatory 
organization.< The Commission promulgated Rule 
17a-19 and Form X-17A-19 to facilitate reassessment 
of the designation of the examining authority 
whenever there is a change in membership status 
affecting a broker-dealer’s relationship with its 
examining authority or with any other national 
securities exchange or registered national securities 
association of which it is a member. The information 
requested by the rule is also useful for the coordina- 
tion of the Commission's broker-dealer examination 
and early warning and surveillance programs. 


The Commission subsequently amended the rule to 
eliminate an ambiguity with respect to the timing of 
the filing of the reports by requiring that reports on 
Form X-17A-19 be filed within five business days of 
the change. At that time the Commission also added 
a requirement that the designated examining 
authority give telegraphic notice within 24 hours of 
learning that a change in membership status had 
occurred, unless a notice had been previously given. 
In addition, the rule was amended to provide that 
notice be filed with the appropriate regional office as 
well as Commission headquarters. 


The Commission has now rescinded the last two 
amendments and made certain minor changes in 
Form X-17A-19. In a related action, the Commission 
has proposed to eliminate the exemption from filing 
the form when notice has been previously given. 


Rescission of Requirement to Give Telegraphic Notice 


Telegraphic notice was prescribed in paragraph (a) of 
Rule 17a-19. This provision was designed to enable 
the Commission to respond promptly to possible 
problems and, in particular, to allow for a prompt 
redesignation of examining authority when neces- 
sary. As a result of recent experience, however, the 
Commission believes that the requirement is an un- 
necessary burden on the reporting entities and in 
certain situations is duplicative. 


Currently, whenever a broker-dealer’s membership is 
terminated or suspended, the affected membership 
body promptly reports the relevant information to the 





2Securities Exchange Act Release No. 10612, 
January 24, 1974 [39 FR 5204, February 11, 1974]. 


3Securities Exchange Act Release No. 13462, April 
22, 1977 [42 FR 23786, May 10, 1977]. 


4Securities Exchange Act Release No. 34-16287, 
issued this date. 


Commission, usually by telephoning Commission 
staff.> This preliminary communication is followed by 
the filing of Form X-17A-19 within five days of the 
change. Under these circumstances, the Commission 
believes that rescission of the telegraphic notice 
requirement will not impair its ability to reassess the 
designation of examining authorities. 


Elimination of Requirement to File Form X-17A-19 at 
Regional Office 


Rule 17a-19 is also being amended to eliminate the 
necessity of filing a copy of Form X-17A-19 at the 
regional office of the Commission for the region in 
which the member has its principal place of business. 
The collateral filing requirement was duplicative and 
unnecessary in light of the Commission's internal 
procedures for assuring that the regional offices are 
informed of the changes. 


Conforming Amendments to 17 CFR 8249.635 and 
Form X-17A-19 


Section 249.635 not only serves to incorporate Form 
X-17A-19 into the Code of Federal Regulations, but it 
also describes the form’s use, particularly when it 
must be filed. In 1977, when Rule 17a-19 was 
amended to require the filing of this report within five 
business days of a change in status, §249.635 and the 
instructions to Form X-17A-19 were not correspond- 
ently revised. Therefore, 17 CFR 8249.635 is being 
amended to conform to Rule 17a-19. 


Modifications to Form X-17A-19 


Certain other technical modifications, including a 
redesigned format have been made to Form X-17A-19 
to facilitate the reporting of information. Several 
items requesting information have been deleted 
because the information is provided in other reports 
submitted to the Commission.® Two items have been 





SAlso, Rule 17a-5(b)(5) requires each national 
securities exchange to report promptly to the Com- 
mission whenever there is action that causes a 
member to cease being a member in good standing. 
The Commission is proposing to extend that 
requirement to registered national securities associa- 
tions. See Securities Exchange Act Release No. 
16287, issued this date. 


6For example, the Commission has eliminated a 
question which asked when the last examination of 
the terminated or suspended firm was conducted by 
any self-regulatory organization. The examining 
entities provide the Commission with that information 
through other reports. 
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added to provide clearer and more complete 
information to the Commission staff and SIPC. 


Statutory Basis and Competitive Considerations 


The changes described above either relieve national 
securities exchanges and registered national securi- 
ties associations of a regulatory burden or are minor 
and technical in nature. Consequently, the Commis- 
sion finds, in accordance with the provisions of 5 
U.S.C. §§553(b)(B) and 553(d), that prior notice and 
public procedure are unnecessary or contrary to the 
public interest and that good cause exists for making 
these amendments effective immediately upon 
publication in the Federal Register. \t appears to the 
Commission that no burden on competition will be 
imposed by these amendments. 


The Securities and Exchange Commission, acting 
pursuant to the provisions of the Securities Exchange 
Act of 1934, particularly Sections 17(a) and 23(a) 
thereof, 15 U.S.C. 78q(a) and 78w(a), hereby amends 
§240.17a-19, §249.635 and related Form X-17A-19. 


Text of Amendments 


1. Section 240.17a-19 of 17 CFR is amended to read 
as follows: 


§240.17a-19 Form X-17A-19 Report by 
national securities exchanges and registered 
national securities associations of changes in 
the membership status of any of their 
members. 


Every national securities exchange and every 
registered national securities association shall file with 
the Commission at its principal office in Washington, 
D.C., and with the Securities Investor Protection 
Corporation such information as is required by 
§249.635 of this chapter on Form X-17A-19 (a) 
promptly upon learning that the initiation of the 
membership of any person or the suspension or 
termination of the membership of any member will 
occur or (b) within 5 business days of the occurrence 





7The revised form includes categories for reinstate- 
ment from suspension and change of address. A 
change of address, though not explicitly a change in 
membership status, may be significant in determining 
whether the designated examining authority should 
be changed. In order to lessen the reporting burden 
and eliminate multiple reports in those instances 
when a broker-dealer is a member of more than one 
reporting organization, the form provides that 
address changes need only be reported by the current 
designated examining authority. 
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of one or more of such events (unless a notice of 
such event previously has been filed). Nothing in this 
section shall be deemed to relieve a national 
securities exchange of its reponsibilities under 
§240.17a-5(b)(5) except that, to the extent a national 
securities exchange promptly files a report on Form 
X-17A-19 including therewith, inter alia, information 
sufficient to satisfy the requirements of 8240.17a-5 
(b)(5), it shall not be required to file a report pursuant 
to §240.17a-5(b). Upon the occurrence of the events 
described in this section, every national securities 
exchange and every registered national securities 
association shall notify in writing such member of its 
responsibilities under §240.17a-5(b). 


2. Section 249.635 of 17 CFR is amended to read as 
follows: 


§249.635 Form X-17A-19, report by national 
securities exchanges and registered national 
securities associations of changes in the 
membership status of any of their members. 


This form shall be completed and filed by each 
national securities exchange or registered national 
securities association as required by 8240.17a-19 of 
this chapter (a) promptly upon learning that the 
initiation of the membership of any person or the 
suspension or termination of the membership of any 
member will occur or (b) within 5 business days of 
the occurrence of one or more of such events (unless 
a notice of such event previously has been filed). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16287/October 22, 1979 


Proposed Amendments to Eliminate Exemption From 
Filing Form X-17A-19 and to Require Registered 
National Securities Associations and Their Members 
to Notify the Commission in Certain Instances 


ACTION: Proposed rule amendments. 





SUMMARY: The Commission proposes to amend 
the reporting requirement of national securities 
exchanges and registered national securities associa- 
tions regarding changes in the membership status of 
their members. The rule currently provides an exemp- 
tion from filing the prescribed form if a notice of the 
change previously has been filed. That exemption 
would be eliminated. The Commission also proposes 
to amend its rule requiring all national securities 
exchanges and their member broker-dealers to notify 
the Commission when such member ceases to be a 
member in good standing. That proposed amend- 
ment would extend the requirements to registered 
national securities associations and their members. 


DATE: Comments must be received on or before 
November 30, 1979. 


ADDRESS: Persons wishing to submit written views, 
data and comments should file three copies. thereof 
with George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. All sumissions should refer 
to File No. S7-793 and will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Ellen C. 
Kerrigan, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549, 
(202) 272-2364. 


SUPPLEMENTARY INFORMATION: Rule 17a-19 (17 
CFR 8240.17a-19), along with Form X-17A-19 (17 
CFR 8249.635), requires national securities exchanges 
and registered national securities associations to 
notify the Commission and the Securities Investor 
Protection Corporation whenever the membership 
status of any of their members changes. ! In 
particular, the national securities exchanges and 
registered national securities associations must file 
the information required by 8249.635 on Form 
X-17A-19 (i) promptly upon learning that the changes 
will occur or (ii) within five business days of the 
occurrence of the change, unless a notice of the 
event previously has been filed. The Commission is 
proposing to amend Rule 17a-19 and 8249.635 to 





1Changes in status are initiation, suspension or 
termination of membersip or any other similar change 
which affects the firm’s relationship with the self- 
regulatory organization. Termination includes, among 
other things, resignation, withdrawal and expulsion. 


eliminate the exemption from filing when a previous 
notice has been filed. 


Rule 17a-5(b)-(17 CFR 817a-5(b)) requires each 
national securities exchange to inform the Commis- 
sion when a broker-dealer ceases to be a member in 
good standing.3 The rule also requires the broker- 
dealer to file Part II or I|A of Form X-17A-5 within two 
days after it ceases to be a member in good standing, 
in order to provide the Commission with current 
financial information about such member. The Com- 
mission is proposing to amend Rule 17a-5(b) to 
extend those requirements to registered national 
securities associations and their members. 


Rule 17a-19 


The Commission promulgated Rule 17a-19 to 
expedite reassessment of the designation of the 
examining authority whenever there is a change in 
membership status affecting a firm’s relationship with 
its examining authority or with any other national 
securities exchange or registered national securities 
association of which it is a member. The reporting 
requirements of the rule also provide a means for the 
Commission to maintain a record of such relation- 
ships to facilitate the Commission's control over its 
examination and early warning and _ surveillance 
programs. Based upon its experience with the rule, 
the Commisison believes that the exemption from 
filing the form may, in effect, be inconsistent with 
this purpose. 


In the Commission’s view, the submission of Form 
X-17A-19 at the time a change in membership status 
occurs is necessary for the Commission to be certain 
that its information is accurate and current. This is 
particularly important for purposes of the broker- 
dealer examination and early warning and surveillance 
programs. 





2in a related action, the Commission has adopted 
certain other amendments. Securities Exchange Act 
Release No. 16286, issued this date. 


3For purposes of this Rule, a broker-dealer has 
ceased to be a member in good standing when it 
resigns or withdraws, is suspended or expelled, or 
has sold or agreed to sell its membership interest. 17 
C.F.R. 8240.17a-5(b)(4). 
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Rule 17a-5|b) 


The notice by exchanges and their members pursuant 
to Rule 17a-5(b) provides a means for the Commis- 
sion to obtain current financial and other information 
necessary for it to carry out its responsibility to 
protect investors when a broker-dealer ceases to be a 
member in good standing of a national securities 
exchange. The information provided under the rule 
has proven to be quite useful to the Commission's 
examination and early warning and _ surveillance 
programs, particularly regarding broker-dealers taht 
are experiencing financial or operational difficulty. For 
historical reasons that are no longer relevant, Rule 
17a-5(b) was not made applicable to registered 
national securities associations or their members at 
the time of its adoption. The Commission now 
proposes to amend Rule 17a-5(b), with a conforming 
amendment to Rule 17a-19, to make the requirements 
applicable to all registered national securities 
associations and their members. 


Proposed Amendments 


Pursuant to Sections 17(a) and 23(a) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78q(a) and 78wi(a), 
the Commission proposes to amend Title 17 of the 
Code of Federal Regulations as follows: 


1. Rescind the filing exemption contained in 
§§240.17a-19 and 249.635 by deleting the words 
“(unless a notice of such event previously has been 
filed)”’; 


2. Amend §240.17a-19, by inserting, in the next to 
the last sentence, the words, ‘‘or a registered national 
securities association’’ between “‘national securities 
exchange” and “of its responsibilities’ and also 
between ‘‘national securities exchange’’ and 
“promptly files a report’; and 


3. Amend paragraphs (1), (3), (4) and (5) of 
§240.17a-5(b) to read as follows: 


§240.17a-5 Reports to be made by certain brokers 
and dealers. 


(b) Reports filed upon termination of membership 
interest. (1) If a broker or dealer holding any member- 
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ship interest in a national securities exchange or 
registered national securities association ceases to be 
a member in good standing of such exchange or 
association, such broker or dealer shall, within two 
business days after such event, file with the Commis- 
sion Part Il or Part IIA of Form X-17A-5 (8249.617 of 
this chapter) as determined by the standards set forth 
in paragraphs (a)(2)(ii) and (iii) of this section as of 
the date of such event. The report shall be filed at the 
Commission's principal office in Washington, D.C., 
and with the regional office of the Commission for 
the region in which the broker or dealer has its 
principal place of business: Provided, however, That 
such report need not be made or filed if the 
Commission, upon written request or upon its own 
motion, exempts such broker or dealer, either 
unconditionally or on specified terms and conditions, 
from such requirement: Provided, further, That the 
Commission may, upon request of the broker or 
dealer, grant extensions of time for filing the report 
specified herein for good cause shown. 


(3) For the purposes of this paragraph (b), 
“membership interest’ shall include the following: 
full membership, allied membership, associated 
membership, floor privileges, and any other interest 
that entitles a broker or dealer to the exercise of any 
privilege on an exchange or with an association. 


(4) For the purposes of this paragraph (b), any broker 
or dealer shall be deemed to have ceased to be a 
member in good standing of such exchange or 
association when its membership interest has been 
suspended or terminated, including when it has 
resigned or withdrawn, or has been expelled or 
cancelled from a membership interest in such 
exchange or association, or has directly or through 
any associated person transferred or sold or entered 
into an agreement which would result in the termina- 
tion of the broker's or dealer’s membership interest in 
such exchange or association. 


(5) Whenever any national securities exchange or 
registered national securities association takes any 
action which causes any broker or dealer which is a 
member of such exchange or association to cease to 
be a member in good standing of such exchange or 
association or when such exchange or association 
learns of any action by such member or any other 
person which causes such broker or dealer to cease 
to be a member in good standing of such exchange 
or association, such exchange or association shall 
report such action promptly to the Commission, 





furnishing information as to the circumstances 
surrounding the event, and shall send a copy of such 
notification to the broker or dealer and notify such 
broker or dealer of its responsibilities under this 
paragraph (b). 


Request for Comments 


Interested persons are invited to submit written views 
concerning the amendments on or before November 
30, 1979. Three copies of each written submission 
should be filed with George A. Fitzsimmons, 
Secretary of the Commission, 500 North Capitol 
Street, Washginton, D.C. 20549. Reference should 
be made to File No. S7-793. Copies of written 
comments will be available for public inspection in 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 16288/October 22, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY Chicago Board Options Exchange, Incorporated 


File No. SR-CBOE-79-10 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on September 13, 1979, a 
proposed rule change under Rule 19b-4 to amend 
Interpretation .05 of CBOE Rule 8.9. This proposed 
rule change would eliminate the prohibition against 
transactions between participants in a joint account. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 


29. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Reigster. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-CBOE-79-10. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the 
provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16289/October 22, 1979 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MIDWEST STOCK EXCHANGE, 
INCORPORATED 


File No. SR-MSE-78-25 
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The Midwest Stock Exchange, Incorporated (‘““MSE"’) 
submitted on September 1, 1978, | a proposed rule 
change under Rule 19b-4 to amend MSE rules to 
permit transactions effected on the MSE floor result- 
ing from orders transmitted by a marketmaker while 
such marketmaker is temporarily off the exchange 
floor to be deemed initiated on the exchange floor, 
provided that the order result in options transactions 
which provide a bona fide hedge of options positions 
previously opened by a marketmaker while on the 
exchange floor. A bona fide hedge is defined as 
occurring when an adverse change in the market 
price of the initial options position would be 
reasonably anticipated to be offset by a 
countervailing change in the market price of the 
subsequent options position. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 
29, 1979. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securiteis and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-MSE-78-25. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 
mission, and of all written communications relating to 
the proposed rule change between the Commission 





IMSE has amended this proposed rule filing three 
times. Amendment No. 1 was filed November 7, 
1978, by which MSE resubmitted its proposal 
pursuant to Section 19(b)(2) of the Exchange Act. 
Amendment No. 2 was filed January 2, 1979, in 
which MSE expanded in the filing its statement of 
basis and purpose for the proposed rule change. 
Finally, on October 4, 1979, MSE submitted Amend- 
ment No. 3 in which it consented to an extension of 
time, until thirty-five days after MSE submits a 
response to the Commission concerning questions 
raised by the Federal Reserve Board staff in its letter 
to the Commission dated April 5, 1978, during which 
the Commission may approve the proposed rule 
change or may institute proceedings to determine 
whether such rule change should be disapproved. 
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and any person, other than those which may be with- 
held from the public in accordance with the 
provisions of 5 U.S.C. 8552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16290/October 23, 1979 


See 


SECURITIES ACT OF 1933 
Release No. 6139/October 23, 1979 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16291/October 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY PHILADELPHIA STOCK EXCHANGE, 
INC. 


File No. SR-PHLX-78-21 


The Philadelphia Stock Exchange, Inc. (‘‘PHLX’’), by 
letter dated October 17, 1979, withdrew a proposed 
rule change (File No. SR-PHLX-78-21) which had 
been submitted on October 23, 1978, pursuant to 





Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’) and Rule 19b-4 thereunder and which 
had been published in the Federa/ Register (43 F.R. 
52795 November 14, 1978). The proposal would have 
amended PHLX Rule 1049 concerning options sales 
communications. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16292/October 24, 1979 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY MIDWEST STOCK EXCHANGE, 
INCORPORATED 


File No. SR-MSE-77-29 


The Midwest Stock Exchange, Incorporated 
(“MSE”), by letter dated October 18, 1979, withdrew 
a proposed rule change (File No. SR-MSE-77-29) 
which had been submitted on August 29, 1977, 
pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’) and Rule 19b-4 thereunder 
and which had been published in the Federa/ Register 
(42 F.R. 56549, October 26, 1977). The proposal 
would have amended Rule 3 of MSE Article XLI 
regarding the Exchange’s responsibility for determin- 
ing initial qualificaiton with respect to issuer reporting 
requirements for stocks which underlie Exchange 
listed options. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16293/October 24, 1979 


In the Matter of 


OPTIONS CLEARING CORPORATION 
5950 Sears Tower 

233 South Wacker Drive 

Chicago, Illinois 60606 


(SR-OCC-79-1) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION 


On January 4, 1979, the Options Clearing Corporation 
(““OCC’') submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the “Act’’), a 
proposed rule change authorizing OCC, as an 
alternative, to charge certain losses and expenses 
against current earnings. Currently, OCC charges 
those losses and expenses against its clearing fund. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federa/ Register (44 FR 3802, 
January 18, 1979), and the public was invited to 
comment thereon. Notice of the filing and an invita- 
tion for comments also appeared in Securities 
Exchange Act Release No. 15493, January 13, 1979. 
No letters of comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


It is therefore ordered, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change be 
approved. 
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For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16294/October 24, 1979 


In the Matter of 


PHILADELPHIA DEPOSITORY 
TRUST COMPANY 

17th Street and Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


File No. 600-17 


ORDER GRANTING REGISTRATION PURSUANT 
TO SECTIONS 17A(b) AND 19(a)(1) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


The Philadelphia Depository Trust Company (‘‘Appli- 
cant’) submitted on February 27, 1979 an applica- 
tion for registration as a clearing agency pursuant to 
Sections 17A and 19(a) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’) and Rule 17Ab2-1 under the 
Act. Notice of the application was published in the 
Federal Register on May 31, 1979, 44 F.R. 31337. 
Notice also was given in Securities Exchange Act 
Release No. 15860, (May 23, 1979). No written 
comments were received by the Commission. 


Section 17A(b) of the Act makes it unlawful for an 
entity to perform clearing agency functions with 
respect to any security (other than an exempt 
security) unless the entity is registered with the Com- 
mission. Subparagraphs (A) through (I) of Section 
17A(b)(3) of the Act set out the determinations that 
the Commission must make in order to grant registra- 
tion as a clearing agency. Paragraph (c)(I) of Rule 
17Ab2-1 under the Act, in turn, provides that, if 
requested by an applicant, the Commission may 
grant registration as a clearing agency for 18 months, 
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by order, on the basis of fewer than all of the 
Getesminations called for by Section 17A(b)(3) of the 
Act. 


or such longer period as the Commission may provide ® 


The Commission finds that it is consistent with the 
public interest, the protection of investors and the 
purposes of Section 17A of the Act to register 
Applicant pursuant to Rule 17Ab2-1 and to exempt 
Applicant from one or more of the requirements of 
Section 17A(b)(3) of the Act. 


The Commission also finds that, pursuant to Section 
17(A)(3) of the Act, Applicant is so organized and has 
the capacity to safeguard securities and funds in its 
custody or control or form which is responsible and 
that Applicant’s rules do not impose any schedule of 
prices, or fix rates or other fees, for services rendered 
by its participants. 


It is therefore ordered that Applicant's registration be 
granted for eighteen (18) months. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16295/October 24, 1979 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING 
BOARD 
Suite 507 





lEach of the 12 clearing agencies currently registered 
with the Commission was granted registration 
pursuant to Rule 17Ab2-1. 





1150 Connecticut Avenue, N.W. 
Washington, D.C. 20036 


(SR-MSRB-79-9) 


ORDER APPROVING AMENDED PROPOSED RULE 
CHANGE 


On August 22, 1979, the Municipal Securities Rule- 
making Board (the “MSRB”’) filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’) and Rule 19b-4 thereunder, copies of a 
proposed rule change. On October 22, 1979, the 
MSRB filed with the Commission a technical 
amendment to the proposed rule change to 
incorporate a reference to Rule 15Bc7-1, which was 
adopted by the Commisison on October 16, 1979 
(Securities Exchange Act Release No. 16282). The 
amended proposed rule change would establish 
procedures, as required by Rule 15Bc7-1, to ensure 
confidential treatment of any report, or information 
contained in a report, of an examination of a 
municipal securities broker or municipal securities 
dealer furnished to the MSRB by the Commission 
pursuant to Section 15B(c)(7)(B) of the Act and Rule 
15Bc7-1 thereunder. 


Notice of the proposed rule change together with its 
terms of substance was given by publication of a 
Commission Release (Securities Exchange Act 
Release No. 16142 (Aug. 27, 1979)) and by publica- 
tion in the Federal Register (44 FR 52772 (1979)). No 
comments with respect to the proposed rule change 
have been received by the Commission. 


The text of the amended proposed rule change is as 
follows: 


Rule A-17. Confidentiality of Examination Reports 


Any Report of an examination or of information 
extracted from a report of an examination 
(“Examination report’) of a municipal securities 
broker or municipal securities dealer furnished to the 
Board by the Commission pursuant to Section 
15B(c)(7)(B) of the Act and Rule 15Bc7-1 thereunder 
shall be maintained and utilized in accofdance with 
the following terms and conditions, in order to ensure 
the confidentiality of any information contained in 
such reports: 


(1) Any such examination report shall be 
reviewed only by authorized members of the 
Board's staff; no member of the Board shall 
have access, directly or indirectly, to an 
examination report. Anything herein to the 
contrary notwithstanding, the staff of the 
Board may furnish to the Board or any 
appropriate committee thereof summarizes or 
other communications relating to the 
examination reports, provided that such 
summaries or other communications shall not 
contain information which might make it 
possible to identify the municipal securities 
brokers or municipal securities dealers or 
associated persons which are the subject of 
the examination reports to which any such 
summary or other communication relates. 


(2) The Executive Director and General 
Counsel shall designate jointly the members 
of the staff of the Board who shall have 
access to the examination reports. 


(3) Each member of the staff of the Board 
who is authorized pursuant to seciton (2) of 
this rule to have access to the examination 
reports shall execute a written undertaking 
that he or she will not copy or use for 
personal purposes any part of such reports, 
nor reveal the contents thereof to any 
unauthorized person. 


(4) The examination reports shall be 
maintained on the premises of the Board in 
locked cabinets with access thereto limited to 
authorized members of the staff of the 
Board. 


The Commission finds that the amended proposed 
rule change is consistent with the requirements of the 
Act, the rules and regulations thereunder applicable 
to the MSRB and, in particular, the requirements of 
Section 15B and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
amended proposed rule change be, and it hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


SEC DOCKET/729 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16296/October 25, 1979 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock (Par Value $.25) of KING OPTICAL 
CORPORATION from listing and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16297/October 25, 1979 


An order has been issued granting the applications 
requesting withdrawals of the following debentures 
and common stock from listing and registration on 
the American Stock Exchange, Inc.: 


JONES & LAUGHLIN INDUSTRIES, INC. 

6 3/4 Subordinated Debentures due April 1, 1994 

6 1/2 Subordinated Debentures due September 15, 
1988 


VOUGHT CORPORATION 
6 3/4% Subordinated Debentures due August 15, 
1988 


WILSON FOODS CORPORATION 
9 1/2% Sinking Fund Debentures due January 1, 
1984 


8 3/8% Sinking Fund Debentures due June 1, 1997 
7 7/8% Sinking Fund Debentures due March 1, 1997 


FAMILY DOLLAR STORES, INC. 
Common Stock, Par Value $.10 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21259/October 19, 1979 


In the Matter of 


NEW ENGLAND POWER COMPANY 
NEW ENGLAND ELECTRIC SYSTEM 
25 Research Drive 

Westborough, Massachusetts 01581 


(70-6370) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTION 
BY HOLDING COMPANY TO SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (‘‘NEES”), a registered holding com- 
pany, and its electric utility subsidiary company, New 
England Power Company (‘‘NEPCO”), have filed with 
this Commission an application-declaration pursuant 
to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 9(a), 10 and 12 of the 
Act and Rules 42(a) and 45 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


NEES proposes to make a capital contribution to 
NEPCO of $20,000,000. NEPCO will use such con- 
tribution to repay a like amount of its short-term 
promissory notes issued to pay for capital expendi- 
tures or to reimburse its Treasury therefor. NEPCO 
anticipates that its short-term indebtedness will 
aggregate approximately $51,000,000 at the time of 
the proposed capital contribution. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$2,500, including $500 of incidental services to be 
performed at cost by New England Power Service 
Company, an affiliate of NEES. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 15, 1979, re- 
quest in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration which he desires 
to controvert; or he may request that he be 
notified if the Commission should order a_hear- 
ing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above stated 
address and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21260/October 19, 1979 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 

NEW ENGLAND POWER SERVICE COMPANY 
25 Research Drive 

Westborough, Massachusetts 01581 


e (70-6353) 


NOTICE OF PROPOSED CAPITAL CONTRIBUTION 
TO AND SHORT-TERM BORROWINGS BY 
SERVICE COMPANY SUBSIDIARY 


NOTICE IS HEREBY GIVEN that New England 
Electric System (‘‘NEES”), a registered holding 
company, and its service company subsidiary New 
England Power Service Company (‘’NEPSCO”’) have 
filed with this Commission an application-declaration 
pursuant to the Public Utility Holding Company Act 
of 1935 (‘‘Act’’), designating Sections 6(a), 7, 9(a), 
10, 12, and 13 of the Act and Rules 42, 45, 50, 90 and 
91 promulgated thereunder as applicable to the pro- 
posed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


During 1978 NEPSCO billed its customers 
$50,910,622 for services, an average of approximately 
$4,250,000 per month, and NEPSCO’s monthly 
working capital needs ranged from a minimum of 
$1,375,000 to a maximum of $4,500,000. Since it has 
no authorization to borrow funds to meet its working 
capital requirements, NEPSCO met such require- 
ments through a combination of open account 
advances from NEES of $1,100,000 and prepayments 
of bills by NEPSCO’s customers. The open ac- 
count advances from NEES consisted of $550,000 
which had been made between 1936 and 1941 and 
which bear interest at 4% per annum, together with 
other advances totaling $550,000 which were made in 
amounts of $50,000 each, the last such advance 
having been made in 1965, and which do not bear in- 
terest. To provide for NEPSCO’s ongoing working 
capital requirements it is proposed that NEES make a 
capital contribution to NEPSCO and that NEPSCO be 
granted its own short-term borrowing authority. 


NEES proposes to make a capital contribution to 
NEPSCO of $1,100,000, the proceeds from which 
would be used to repay the outstanding open 
account advances from NEES to NEPSCO. NEPSCO 
will credit the capital contribution to ‘‘Miscellaneous 
paid-in capital’’ and NEES will charge it to ‘‘Invest-: 
ment: Common Stock of Subsidiaries, as Equity.”’ 


NEPSCO also proposes to issue and sell from time to 
time through March 31, 1980, its short-term notes up 
to a maximum amount of $4,000,000 outstanding. 
Such short-term notes would be issued to banks 
and/or to NEES, would mature in less than one year 
from date of issuance and would provide for prepay- 
ment in whole or in part without penalty. The notes 
issued to banks would bear interest at a rate not 
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exceeding the prime rate in effect at the time of 
issuance (not including any fees in liew of com- 
pensating balances), and those issued to NEES would 
bear interest at a rate not in excess of the prime rate 
in effect at the time of issuance. Assuming a prime 
rate of 14.5% and compensating balance _ re- 
quirements of 20%, or fees equivalent thereto, the 
effective interest cost of bank borrowings would 
be 18.13%, and the effective interest cost of 
borrowings from NEES would be 14.5%. 


It is proposed that NEPSCO may prepay its notes to 
NEES, in whole or in part, with borrowings from 
banks and that NEPSCO may prepay its notes to 
banks, in whole or in part, with borrowings from 
NEES. In the event of borrowings from banks at a 
higher interest rate than the rate on notes to NEES 
being prepaid with such bank borrowings, NEES will 
credit NEPSCO with the interest differential from the 
date of issuance of the new notes to the normal mat- 
urity date of the notes to NEES being prepaid. In the 
event of borrowings from NEES to prepay notes to 
banks, the interest rate on the notes to NEES will be 
the lower of (1) the interest rate on the bank notes 
being prepaid (but only until the maturity date of the 
notes so prepaid, and thereafter at the prime rate) or 
(2) the prime rate. 


NEPSCO also seeks authorization to include in its 
service charges to customers (1) the actual interest 
on funds borrowed by it, and (2) a rate of return on 
equity capital (including miscellaneous paid-in capital 
and retained earnings) equal to the rate of return on 
common equity most recently authorized by the 
Federal Energy Regulatory Commission (‘‘FERC’’) in 
rate proceedings involving NEPSCO’'s affiliate, New 
England Power Company (‘‘NEP’’). The most recent 
rate of return on common equity authorized NEP in 
FERC proceedings was 12.75%. NEPSCO further 
requests that any new rate authorized NEP by FERC 
become effective for NEPSCO (1) upon filing with 
this Commission of the FERC order authorizing such 
new rate for NEP, or (2) upon the effective date of 
such FERC order, whichever is later. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than November 15, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 


732/SEC DOCKET 


for such request, and the issues of fact or law raised 
by said. application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date the application-declaration, as filed or 
as it may be amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21261/October 19, 1979 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-5503) 


NOTICE OF PROPOSED ISSUANCE OF REFUND- 
ING BONDS BY COUNTY AUTHORITY IN CON- 
NECTION WITH POLLUTION CONTROL 
FINANCING 





NOTICE IS HEREBY GIVEN that Appalacian Power 
Company (‘‘Aappalachian’”’), an electric utility sub- 
sidiary of American Electric Power Company, Inc., a 
registered holding company, has filed with this Com- 
mission post-effective amendments to its application- 
declaration previously filed and amended pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act'’), designating Sections 9(a), 10 and 12(d) of 
the Act and Rule 44(b)(3) promulgated thereunder as 
applicable to the proposed transaction. All interested 
persons are referred to the application-declaration, as 
amended by said post-effective amendments, which 
is summarized below, for a complete statement of the 
proposed transaction. 


By order dated December 10, 1974 (HCAR No. 
18703), Appalachian was authorizsed to enter into an 
agreement of sale (‘‘Agreement’’) with the Industrial 
Development Authority of Russell County, Virginia 
(the ‘‘Authority’’) concerning the financing of 
pollution control facilities (‘Facilities’) at Appal- 
acian’s Glen Lyn and Clinch River plants. Under the 
Agreement the Authority is to issue and sell its pol- 
lution control revenue bonds (‘Revenue Bonds”), in 
one or more series, the proceeds from which sales 
are to be deposited by the Authority with the trustee 
(‘‘Trustee’’) under the indenture (‘‘Indenture’’) 
entered into between the Authority and Trustee pur- 
suant to which Indenture the Revenue Bonds are 
issued and secured. The proceeds will then be 
applied to the payment of the costs of construction 
of the Facilities, originally estimated at $45,000,000, 
or, in the case of proceeds from the sale of refunding 
bonds, to the payment of principal, premium (if any) 
and interest on Revenue Bonds to be refunded. 
Appalachian conveyed an undivided interest in a 
portion of the Facilities to the Authority, which 
portion the Authority sold to Appalachian under an 
installment sales arrangement requiring Appalachian 
to pay as the purchase price semi-annual installments 
in such an amount (together with other monies held 
by the Trustee under the Indenture for that purpose) 
as to enable the Authority to pay, when due, the 
interest and principal on the Revenue Bonds. Juris- 
diction was reserved in the order of December 10, 
1974, with respect to the payment of the purchase 
price of the Facilities by installment payments insofar 
as such payments were affected by the interest rate 
or rates of the Revenue Bonds to be issued and sold 
by the Authority. 


By orders dated December 27, 1974, and December 
17, 1975 (HCAR Nos. 18736 and 19303), such juris- 
diction was released concerning the sales of Revenue 
Bonds in the principal amounts of $24,000,000 and 
$17,000,000, respectively, as such sales affected the 
purchase price to Appalachian. Of the $24,000,000 


principal amount of Revenue Bonds sold subsequent 
to the order of December 27, 1974, $10,500,000 prin- 
cipal amount bearing interest at 8% matures 
December 1, 1979. 


By post-effective amendments it is stated that the 
Authority now proposes to issue and sell a series of 
refunding bonds (‘‘Refunding Bonds’’) in the 
aggregate principal amount of $11,000,000, the net 
proceeds from the sale of which will be used to 
provide for principal and interest payments required 
for the refunding at their stated maturity on 
December 1, 1979, of $10,500,000 principal amount 
of Revenue Bonds previously issued by the Authority. 
The Refunding Bonds will be issued under and 
secured by the Indenture and a second supplemental 
indenture, will bear tnterest semi-annually, will 
mature at a date or dates not less than five nor more 
than thirty years from the date of issuance and will 
not be redeemable at the option of the Authority 
within 10 years from the date of issuance except 
under certain circumstances. 


It is contemplated that the Refunding Bonds will be 
sold by the Authority pursuant to arrangements with 
E. F. Hutton & Co., Inc., as underwriter. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
further amendment. It is stated that the State 
Corporation Commission of Virginia has jurisdiction 
over the porposed transaction and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction thereover. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended by said 
post-effective amendments, which he desires to con- 
trovert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant at 
the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by certi- 
ficate) should be filed with the request. At any time 
after said date, the application-declaration, as 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
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Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders 
issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21262/October 22, 1979 


In the Matter of 


LOWELL GAS COMPANY 
95 East Merrimack Street 
Lowell, Massachusetts 01853 


CAPE COD GAS COMPANY 
P.O. Box 1360 
Hyannis, Massachusetts 02601 


(70-6170) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
LATING TO SHORT-TERM FINANCING 


NOTICE IS HEREBY GIVEN that Lowell Gas 
Company (‘‘Lowell) and Cape Cod Gas Company 
(‘Cape Cod’’), public utility subsidiaries of Colonial 
Gas Energy System (‘‘Colonial’’), a registered holding 
company, have filed with this Commission a post- 
effective amendment to the joint declaration in this 
proceeding pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) 
regarding the following proposed transaction. All in- 
terested persons are referred to the amended 
declaration for a complete statement of the proposed 
transaction. 
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exemption under Section 3(a)(1) of the Act (File N 
31-763). Its application for exemption is pending. 
Pursuant to a Stipulation in that proceeding dated 
January 26, 1978, entered into by Colonial and the 
Division of Corporate Regulation pending the devel- 
opment of a plan of financial simplification or recap- 
italization by Colonial appropriate to the requirements 
for exemption under Section 3(a)(1), Colonial has 
registered as a public utility holding company under 
Section 5(a) for the limited purpose of complying 
with the provisions of Sections 6, 7 and 12(b) of the 
Act. 


On October 7, 1977, Colonial filed an application Y ) 


Lowell and Cape Cod each have revolving lines of 
credit pursuant to separate credit agreements (col- 
lectively, the ‘‘Credit Agreements’’) dated January 1, 
1976, as amended, with Chase Manhattan Bank 
(N.A.), Union National Bank, Shawmut Bank of 
Boston, N.A., State Street Bank and Trust 
Company, and BayBank Middlesex, N.A. By order in 
this proceeding dated June 30, 1978, (HCAR No. 
20185), Lowell and Cape Cod were authorized to 
extend the term of the Credit Agreements to June 30, 
1980, and to borrow up to the indicated amounts 
from the following banks: 


Lowell 
Chase Manhattan 
Bank, N.A. 
Union National Bank 
Shawmut Bank of 
Boston, N.A. 
State Street Bank and 
Trust Company 
BayBank Middlesex, 
N.A. 


$ 5,144,880 
991,200 


$2,464,000 

1,351,000 
2,277,400 1,351,000 
2,183,000 868,000 


1,203,600 
$11,800,000 


966,000 
$7,000,000 











The cost of the borrowing would be: The sum of (a) a 
variable charge of % of a percent per annum plus 1/8 
of the Chase Manhattan Bank’s prime rate from time 
to time on the total commitment; plus (b) % of a 
percent per annum of the unborrowed funds, and (c) 
3/4 of a percent above 112-%% of the Chase 
Manhattan Bank’s prime rate from time to time. The 
notes evidencing such loans are dated as of the date 
of issue or June 30, 1980, whichever is earlier. The 
loans may be prepaid, in whole or in part, in multiples 
of $100,000, at the option of the companies without 
premium or penalty. 


Lowell and Cape Cod have entered into amendments 
to the Credit Agreements dated as of June 15, 1979 





Cape Cod > 


(“Amended Credit Agreements’) which modify the 
terms of the Credit Agreements in certain respects. 
Lowell proposes to further amend the Lowell Credit 
Agreement (‘‘Proposed Lowell Amendment’) to 
provide for a temporary increase in the maximum 
aggregate principal amount Lowell may borrow under 
that agreement. Lowell is now seeking authorization 
to borrow up to such increased amount. 


Under the Proposed Lowell Amendment, the max- 
imum aggregate principal amount of loans available 
from each bank for the period through March 31, 
1980 would be as follows: 


Maximum Loan Amount 
Bank Through March 31, 1980 
The Chase Manhattan Bank 
(National Association) 
Union National Bank 
Shawmut Bank of Boston, N.A. 
State Street Bank and Trust 
Company 
BayBank Middlesex, N.A. 


$ 5,886,000 
1,134,000 
2,605,500 


2,497,000 
1,377,000 


$13,500,000 


After March 31, 1980, Lowell’s lines of credit would 
automatically be reduced to the present maximum 
loan amounts authorized by the June 30, 1978 order 
(HCAR No. 20185). The working capital requirements 
of Lowell and Cape Cod include a seasonal factor due 
to the financing of gas inventory in the months when 
demand is low and to the repayment of that indebt- 
edness during the course of the winter heating 
season as the gas is sold. The temporary increase in 
Lowell’s Credit Agreement is occasioned by an 
increase of approximately $.50 per mcf for natural gas 
supplied by its pipeline which results in approximately 
$2,000,000 of additional gas costs to be experienced 
during the period from October through December, 
1979, only a portion of which will be recovered 
through Lowell’s cost of gas adjustment clause 
during 1979. The other increased costs will be 
recovered as gas is delivered to customers, such in- 
creased costs are billed, and receivables thereby gen- 
erated are collected during the first quarter of 1980. 
Recovery of these costs will permit a return to the 
maximum loan amounts previously authorized. 


Lowell and Cape Cod’s cost of borrowings under the 
Amended Credit Agreements and the Proposed 
Lowell Amendment would be: (a) % of a percent per 
annum of the unborrowed funds plus (b) 3/4 percent 
above the Chase Manhattan Bank’s prime rate from 
time to time. The variable charge of % of a percent 


per annum plus 1/8 of the Chase Manhattan’s Bank 
prime rate from time to time on the total commitment 
has been eliminated. In lieu of these eliminated fees, 
Lowell & Cape Cod, have informally agreed with the 
banks to either (1) maintain compensating balances 
of 10% of the banks’ total commitment and 
additional compensating balances of 10% of the 
amount of any loans outstanding or (2) pay a fee 
equal to the prime rate plus 3/4 of a percent times 
the amount by which the average bank balances are 
less than 10% of the banks’ total commitment plus 
10% of the amount of any loans outstanding. The 
cost of borrowings under the Amended Credit 
Agreements and the Proposed Lowell Amendmant 
would not be greater than the cost of borrowings 
under the Credit Agreements. If the full amount were 
borrowed from the banks and the required 
compensating balances were not maintained, the 
effective interest cost would be 18.3%, based on a 
prime commercial rate of 14.5%. 


The amended Credit Agreements provide for 
relaxation on the restriction on construction expen- 
ditures by increasing Lowell's allowed expenditures 
from $3,000,000 to $3,300,000 and Cape Cod’s from 
$1,450,000 to $1,800,000. The dollar amount Lowell 
and Cape Cod are allowed to retain before applying 
the balance of any proceeds from the sale of property 
otherwise than in the normal course of business and 
not subject to the lien of their first mortgage bond 
indentures to reduce the loan commitments of each 
lending bank and to make any necessary prepayment 
of outstanding loans has been raised in each case 
from $25,000 to $50,000. Finally, the requirements 
that Lowell and Cape Cod provide the lending banks 
wiih a monthly aging of accounts receivable and that 
the banks consent to any new contracts for the pur- 
chase or storage of fuel gas have been eliminated in 
the Amended Credit Agreements. 


The amended Cape Cod Credit Agreement further 
provides for a minor relaxation of restrictions upon 
the payment of cash dividends on the common stock 
of Cape Cod. It allows Cape Cod to pay such 
dividends to the extent that such cash dividends de- 
clared or paid since January 1, 1979, do not in the 
aggregate exceed the net income of the company for 
the period subsequent to said date, less the sum of 
the retained earnings deficit of Cape Cod as of 
December 1, 1978 plus $1,000. 


It is stated that no state commission and no federal 
commission, other than this Commission has juris- 
diction over the proposed transaction. The fees and 
expenses incurred or to be incurred in connection 
with the proposed transaction will be filed by 
amendment. 


SEC DOCKET/735 





NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 12, 1979, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said post-effective amendment to the application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as now amended or as it may 
be further amended, may be granted and permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any 
notices or orders issued in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21263/October 23, 1979 


See 


SECURITIES ACT OF 1933 
Release No. 6139/October 23, 1979 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21264/October 23, 1979 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 


(70-6288) 


ORDER AUTHORIZING SALE AND LEASE OF 
ELECTRIC TRANSMISSION LINES AND SUB- 
STATIONS TO A NON-AFFILIATED UTILITY 
COMPANY 


Metropolitan Edison Company (‘‘Met-Ed’’), an 
electric utility subsidiary of General Public Utilities 
Corporation, a registered holding company, has filed 
a declaration and an amendment thereto with this 
Commission pursuant to Sections 12(d) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and 
Rule 44 promulgated thereunder regarding the pro- 
posed transaction. 


Met-Ed is the owner of three 69 KV electric trans- 
mission lines and two substations, located in Dauphin 
County, Pennsylvania, which were constructed and 
are currently used solely to provide electric service to 
Hershey Electric Company (‘‘Hershey”’). 


Pennsylvania Power & Light Company (‘‘PP&L’’) has 
recently acquired ownership of Hershey and pursuant 
to an order of the Federal Power Commission 
Hershey has notified Met-Ed that effective March 1, 
1980, or such other date as may be mutually accept- 
able (‘‘termination date’’), Hershey will terminate the 
obtaining of its electric service requirements from 
Met-Ed and will instead obtain service from PP&L. 


The facilities referred to above will no longer be use- 
ful to Met-Ed after the termination date, and subject 
to the receipt of all required regulatory approvals, 
Met-Ed has agreed to sell and PP&L has agreed to 
buy such facilities. 


In order to enable PP&L to perform certain required 
engineering and construction work on the facilities 
prior to the termination date, Met-Ed has agreed to 
sell these facilities to PP&L and to lease back the fac- 





ilities (for the consideration of $1) until the 


© termination date. 


It is expected that Met-Ed’s net book cost of these 
facilities as of September 1, 1979 was approximately 
$523,055. The sale price of these facilities determined 
on the basis of arms-length negotiations between 
Met-Ed and PP&L is $737,094. 


Met-Ed also proposes to lease to PP&L, for an initial 
term of eight years, a second circuit (to be 
constructed by Met-Ed) on the 69KV transmission 
line which connects Met-Ed’s North Hershey and 
Crawford Substations. The monthly payments by 
PP&L to Met-Ed are presently estimated at 
approximately $1,400. 


The fees, commissions and expenses to be incurred 
by Met-Ed in connection with the proposed trans- 
actions are estimated at $7,500, including legal fees 
of $5,500. The proposed transactions have been 
authorized by the Pennsylvania Public Utilities 
Commission and the Federal Energy Regulatory Com- 
mission. It is stated that no other state or federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21226), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, per- 
mitted be become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21265/October 24, 1979 


In the Matter of 


WHEELING ELECTRIC COMPANY 
Wheeling, West Virginia 


(70-6352) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
LONG-TERM NOTE 


Wheeling Electric Company (“Wheeling”), an electric 
utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, has 
filed with this Commission a declaration and an 
amendment thereto pursuant to Sections 6(a) and 7 
of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 50(a)(2) promulgated thereunder 
concerning the following proposed transaction. 


Wheeling proposes to enter into a term loan agree- 
ment (‘Agreement’) with Bankers Trust Company 
(the “‘Bank’’) concerning a $19,000,000 loan to be 
evidenced by an unsecured promissory note (the 
“Note”’) to be issued on November 1, 1979. The Note 
will mature November 1, 1987, will be prepayable in 
whole or in part without penalty upon three days’ 
notice to the Bank, and will bear interest payable 
quarterly at a fluctuating rate per annum equal to (a) 
100% of the Bank’s prime rate through October 31, 
1981; (b) 102% of the Bank’s prime rate from 
November 1, 1981, through October 31, 1983; (c) 
104% of the Bank’s prime rate from November 1, 
1983, through October 31, 1985; (d) 106% of the 
Bank’s prime rate from November 1, 1985, until 
maturity; and (e) if paid after maturity the greater of 
(i) the Bank’s prime rate plus 2% or (ii) 106% of the 
Bank’s prime rate. No compensating balances will be 
required in connection with borrowings under the 
Agreement. 


The proceeds will be used to pay at maturity on 
November 1, 1979, $19,000,000 principal amount of 
notes issued by Wheeling in connection with bank 
borrowings authorized by order dated November 30, 
1972 (HCAR No 17788), in File No. 70-5255. 
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Wheeling claims exemption from the competitive 
bidding requirements of Rule 50 for its issuance and 
sale of the Note pursuant to Rule 50(a)(2). 


The fees and expenses to be incurred in connection 
with proposed transaction are estimated at $4,250. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21227), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
salisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said de- 
claration, as amended, be, and it hereby is, permitted 
to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21266/October 24, 1979 


In the Matter of 


VERMONT YANKEE NUCLEAR POWER CORP- 
ORATION 
Rutland, Vermont 
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(70-6349) 


ORDER AUTHORIZING SHORT-TERM BOR- 
ROWING 


Vermont Yankee Nuclear Power Corporation 
(“Vermont Yankee’), an electric utility subsidiary of 
both New England Electric System and Northeast 
Utilities, registered holding companies, has filed with 
this Commission a declaration and amendments 
thereto pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (‘Act’’) and Rule 
50(a)(2) promulgated thereunder concerning the 
following proposed transaction. 


Vermont Yankee operates a 540 MW nuclear- 
powered generating plant in Vernon, Vermont. 
During the remainder of 1979 and 1980, Vermont 
Yankee will be receiving shipments of uranium for 
fabrication into nuclear fuel for its reactor. These 
shipments will require payments in excess of declar- 
ant’s present lines of credit, which are in the principal 
amount of $4,000,000 each with the The First 
National Bank of Boston and Chase Manhattan Bank 
(the ‘‘Banks”’). 


Vermont Yankee requests a short-term borrowing 
authorization through June 30, 1981, of up to 
$12,000,000 aggregate principal amount outstanding 
at any one time. The borrowings would be from the 
Banks pursuant to proposed increased lines of credit 
($6,000,000 with each Bank) and would be evidenced 
by promissory notes having a maturity of up to three 
months from date of issuance and bearing interest at 
the Banks’ prime rate.The Banks will require 
compensating balances equal to 7.5% of the lines 
and 7.5% of any borrowings thereunder. Assuming 
full borrowings under the lines and a prime rate of 
14.5% per annum, the effective cost of borrowings 
would be 17.06%. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$4,500, including legal fees of $2,000. No state com- 
mission and no federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 21219), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 





record, it is hereby found that the applicable stan- 
dards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that 
it is appropriate in the public interest and in the 
interest of investors and consumers that said declar- 
ation, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21267] October 24, 1979 


ANNUAL REPORTS BY MUTUAL AND SUB- 
SIDIARY SERVICE COMPANIES 


ACTION: Proposed amendments. 


SUMMARY: The Commission proposes to extend the 
filing date for the annual reports by mutual and sub- 
sidiary service companies under the Public Utility 
Holding Company Act of 1935 from April 1 to May 1 
of each year, and to prescribe the use of an amended 
report form U-13-60, revised to conform to the 
amended Uniform System of Accounts for Mutual 
and Subsidiary Service Companies adopted by the 
Commission on February 2, 1979 (HCAR No. 
35-20910) (44 FR 8247). The provision for an optional 
physical amendment process is deleted as not 
feasible under current microphotographic filing me- 
thods. Adoption of these proposals will make the 
annual report consistent with the system of accounts 
and (1) simplify the preparation of the annual report, 
(2) more clearly disclose financial, accounting, and 


operational information needed by Federal and state 
authorities which regulate the affiliated public utility 
companies served by the service companies and (3) 
facilitate the conduct of audit and account inspection 
programs. 


DATES: Comments must be received on or before 
November 26, 1979. Proposed Effective Date: Not 
later than January 1, 1981. 


ADDRESS: Comments should refer to File S7-802 
and should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D .C. 20549. All comments will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Robert 
P. Wason, Division of Corporate Regulation, 500 
North Capitol Street, Washington, D.C. 20549 
(202) 523-5159. 


SUPPLEMENTARY INFORMATION: The Annual 
Report for Mutual and Subsidiary Service Companies 
on Form U-13-60 (‘‘Annual Report’) was adopted 
December 29, 1939 and revised on December 30, 
1953.Service company activities have increased sub- 
stantially since then, especially in the last decade, in 
order to meet the expanding needs of construction 
and fuel sources for the holding company systems. In 
1969 the service companies subject to the Act 
rendered about $127 million of services, at cost, to 
the jurisdictional electric and gas operating utilities. In 
1978 over $423 million of services were rendered, a 
333% increase in ten years. This growth reflects an 
expansion of service company operations to make 
use of new management tools, such as computers, 
and to deal with new and varied problems affecting 
the operation of public utility companies. When the 
Commission adopted its present Uniform System of 
Accounts for service companies, Form U-13-60 
(adopted December 29, 1939) became obsolete. 


The Commission believes that the proposed revision 
will provide regulatory Commissions with certain 
information that should facilitate the conduct of audit 
and account inspection programs. 


Accordingly, pursuant to provisions of the Act 
(Sections 13, 15 and 20(a), 49 Stat. 825, 828, 833; 15 
U.S.C. 79m, 790, 79t), the Commission proposes to 
amend 17 CFR Chapter II as follows: 
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1. By revising 8250.94 to read as follows: 


§250.94 Annual reports by mutual and subsidiary 
service companies. 


(a) On or before the first day of May in each 
calendar year, every mutual service company 
and every subsidiary service company whose 
organization and method of conducting 
business the Commission, pursuant to 
§250.88, has found sufficient to meet the 
requirements of section 13(b) (49 Stat. 825; 
15 U.S.C. 79m). and every company whose 
application for approval, or declaration pur- 
suant to 8250.88, is pending, shall file with 
the Commission a report for the prior 
calendar year, or any portion thereof during 
which there was effective as to such com- 
pany any uniform system of accounts pre- 
scribed by any rules of the Commission. 
Every such report shall be submitted on the 
Form U-13-60 then in effect and shall be pre- 
pared in accordance with the instructions 
incorporated in such form. For appropriate 
cause shown, the Commission may extend 
the time within which any such report is to 
be filed. 


(b) At the time of filing Form U-13-60 
(8259.313 of this chapter) every mutual ser- 
vice or subsidiary service company filing such 
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Form shall pay to the Commission a fee of 
$250, no part of which will be refunded. 


2. By revising 8259.313 [Form U-13-60, for annual 
reports pursuant to Rule 94 (8250.94 of this chapter) 
by mutual and subsidiary service companies required 
by Section 13 of the Act] to conform to the amended 
Uniform System of accounts for Mutual and 
Subsidiary Service Companies. 


Copies of the proposed revised Form U-13-60 will be 
forwarded to mutual and subsidiary service 
companies registered under the Public Utility Holding 
Company Act of 1935. Copies of the form have been 
filed with the Office of the Federal Register and addi- 
tional copies may be requested from Robert P. 
Wason, (202) 523-5159, Division of Corporate 
Regulation. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








FORM U=13=60 


(Mutual and Subsidiary Service Companies) 


Revised 1979 





ANNUAL REPORT 


for the period 


Beginning and Ended 





to the 


SEC URTTIES AND EXCHANGE COMM DT SAS 5.0 8 





{Exact Name of Reporting Company) 


SERVICE COMPANY 





("Mutual™ or “Subsidiary"™) 


Date of Incorporation If not Incorporated, Date of 





Organization 





State or Sovereign Power under which Incorporated or Organized: 


Name of State 





Location of Principal Executive Offices 





Name, title, and address of officer to whom correspondence concerning 


this report should be addressed: 





(Name ) 





(Title ) (Address) 


Name of Principal Holding Company Whose Subsidiaries are Served by 


Reporting Company: 
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INSTRUCTIONS FOR USE OF FORM U=13-60 


1. Time of Filing. —-Rule 94 provides that on or before the first day 
of May in each calendar year, each mutual service company and each subsidiary 
service company as to which the Commission shall have made a favorable 
finding pursuant to Rule #&, and every service company whose application for 
approval or declaration pursuant to Rule &8 is pending shall file with the 
Commission an annual report on Form U-13-60 and in accordance with the 
Instructions for that form. 





2. “Number of Copies.—=-Each annual report shall be filed in duplicate. 
The company should prepare and retain at least one extra copy for itself 
in case correspondence with reference to the report become necessary. 





3. Period Covered by Report.e=--The first report filed by any company shall 
cover the period from the date the Uniform System of Accounts was required 
to be made effective as to that company under Rules 82 and 93 to the end of 
that calendar year. Subsequent reports should cover a calendar year. 





4. Report Format.--Reports shall he submitted on the forms prepared by 
the Commission. 1? the space provided on any sheet of such form is inadequate, 
additional sheets may be inserted of the same size as a sheet of the form or 
folded to such size. 


5. Deficits Displayed.—Deficits and other like entries should be 
indicated by the use of either brackets or a parenthesis with corresponding 
reference in footnotes. 





6. Definitionse—=Definitions contained in Instruction 01-8 to the 
Uniform System of Accounts for Mutual Service Companies and Subsidiary 
Service Companies, Public "tility Holding Company Act of 1935, as amended 
February 2, 1979 shall be applicable to words or terms used specifically 
within this Form U=-13-60. 


7. Organization Chart.e-=-The service company shall submit with each 
annual report a copy of its current organization chart. 





8, Methods of Allocation.=<-The service company shall submit with each 
annual report a listing of the currently effective methods of allocation 
being used hy the service company and on file with the Securities and Exchange 
Commission pursuant to the Public Utility Holding Company Act of 1935. 





9. Annual Statement of Compensation for Use of Capital Billed.--The 
service company sha ‘ t th e report a copy , annual 
statement supplied to each associate company in support of the amount of 
compensation for use of capitil billed during the calendar year, 
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© LISTING OF SCHEDULES AND ANALYSIS OF ACCOUNTS 











Schedule or Accoun 
Description of Schedules and Accounts 


Number 





COMPARATIVE BALANCE SHEsT Schedule 





SERVICE COMPANY PPOPERTY Schedule 


ACCUMULATED PROVISION FOR DEPRZCTATION 
AND AMORTIZATION OF SERVICE COMPANY PROPERTY Schedule 


INVESTMENTS Schedule 


ACCOUNTS RECEIVABLi FROM ASSOCTATE 
COMPANIES Schedule 


FUEL STOCK EXPENS#S UNDISTRIBUTED Schedule 
STORES EXPENSE UNDISTRIBUTED Schedule 
MISCELLANEOUS CURRENT AND ACCRUED ASSETS Schedule 
MISCELLANEOUS DEFERRED DEBITS Schedule IX 


RESEARCH, DEVSLOPMENT, OR DEMONSTRATION 
EXPENDITURES Schedule X 


PROPRIETARY CAPITAL Schedule XI 
LONG=TERM DEBT Schedule XII 
CURRENT AND ACCRUED LIABTLITISS Schedule XIII 
NOTES TO FINANCIAL STATEMENTS Schedule XIV 


COMPARATIV® INCOME STATEMENT Schedule XV 





ANALYSIS OF BILLING = ASSOCIATE COMPANIES Account 457 
ANALYSIS OF BILLING = NONASSOCIATE COMPANTES Account 458 


ANALYSIS OF CHARGES FOR SERVICE = ASSOCIATE 
AND NONASSOCIATS COMPANIES Schedule XVI 


SCHEDULE OF EXPENSE SY DEPARTMENT OR 
SERVICE FUNCTION Schedule XVII 


DSPARTMENTAL ANALYSIS OF SALARI#S Account 920 
OUTSIDE SERVICES SMPLOYED Account 923 
EMPLOYEE PENSIONS AND BENEFITS Account 926 
GENERAL ADVERTISING EXPENSES Account 930.1 
MISCELLANEOUS GENERAL EXPENSES Account 930.2 
RENTS Account 931 
TAXES OTHER THAN INCOME TAXES Account 408 
DONATIONS Account 426.1 
OTHER DEDUCTIONS Account 426.5 
NOTES TO STATEMENT OF INCOME Schedule XVIII 
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LISTING OF INSTRUCTIONAL FILING REQUIREMENTS 











Description of Reports cz Statements 





ORGANIZATION CHART 





METHODS OF ALLOCATION 





ANNUAL STATEMENT OF COMPENSATION FOR _USE 





OF CAPITAL BILLED 
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ANNUAL REPORT OF 








SCHEDULE I = COMPARATIVE BALANCE SHEET 


Give balance sheet of.the Company as of December 31 of the current and prior year 





_ACCOUNT } ASSETS AND OTHER DEBITS AS OF DECEMBER 32! 
CURRENT 











SERVICE COMPANY PROPERTY 


Service company property (Schedule II) 
Construction work in progress (Schedule IT) 
Total Property 








Less accumulated provision for depreciation 
and amortization of service company 
property (Schedule IIT) 





Net Service Company Property 
INVESTMENTS 





Investments in associate companion seerct 
Other investments ScheduleIV 
Total Investments 








CURRENT AND ACCRUED ASSETS 


Cash 

Special deposits 

Working funds 

Temporary cash investments (Schedule IV) 

Notes receivable 

Accounts receivable 

Accumulated provision for uncollectible 

accounts 

Accounts receivable from associate 

companies (Schedule V) 

Fuel stock expenses undistributed (ScheduleVI) 

Materials and supplies 

Stores expense undistributed (Schedule VII) 

Prepayments 

Miscellaneous current and accrued 

assets (Schedule VITI) 
Total Current and Accrued Assets 











DEFERRED DEBITS 


Unamortized debt expense 
Clearing accounts 
Miscellaneous deferred debits (Schedule IX) 
Research, development, or demonstration 
expenditures (Schedule X) 
Accumulated deferred income taxes 

Total Deferred Debits 











TOTAL ASSETS AND OTHER DEBITS 


a a 
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ANNUAL REPORT OF 








SCHEDULE I_ + COMPARATIVE BALANCE SHEET 





account | LIABILITIES AND PROPRIETARY CAPITAL AS OF DECEMBER 31 
CURRENT} PRIOR 





PROPRIETARY CAPITAL 





Common stock issued (Schedule XI) 
Miscellaneous paid-in-capital psoneanee t 


Appropriated retained earnings (Schedule XI 
Unappropriated retained earnings(ScheduleXI 
Total Proprietary Capital 








LONG-TERM _ DEBT 





Advances from associate companies(ScheduleXI 

Other long-term debt lichedute XII) 

Unamortized premium on long-term debt 

Unamortized discount on long-term debt-debit 
Total Long=term Debt 








CURRENT AND ACCRUED LIABILITIES 


Notes payable 

Accounts payable 

Notes payable to associate 

companies (Schedule XIII) 

Accounts payable to associate 

companies (Schedule XIII) 

Taxes accrued 

Interest accrued 

Dividends declared 

Tax collections payable 

Miscellaneous current and accrued 

liabilities (Schedule XIII) 
Total Current and Accrued Liabilities 








DEFERRED CREDITS 


Other deferred credits 
Accumulated deferred investment tax credits 
Total Deferred Credits 








ACCUMULATED DEFERRED INCOME TAXES 





TOTAL LIABILITIES AND PROPRIETARY 
CAPITAL 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE IT ~ SER 


VICE COMPANY PROPERTY 





DESCRIPTION 


BALANCE AT 


BEGINNING 
OF YEAR 


ADDITIONS 


RETIREMENT} 
OR 
SALES 


S| OTHER 
CHANGES }/ 


IBALANCE AT 
CLOSE OF 
YEAR 





SERVICE COMPANY PROPERTY 


Account 


301 


303 


304 


305 


306 


ORGANIZATION 


MISCELLANEOUS 
INTANGIBLE PLANT 


LAND AND LAND RIGHTS 


STRUCTURES AND 
IMPROVEMENTS 


LEASEHOLD 
IMPROVEMENTS 


EQUIPMENT 2/ 


OFFICE’ FURNITURE 
AND EQUIPMENT 


AUTOMOBILES, OTHER 
VEHICLES AND 
RELATED GARAGE 
EQUIPMENT 


AIRCRAFT AND 
AIRPORT EQUIPMENT 


OTHER SERVICE 
COMPANY PROPERTY3/ 





SUB-TOTAL 





CONSTRUCTION WORK 
IN PROGRESS 
































1/ PROVIDE AN EXPT.ANATTON OF OTHER CRANGESS 
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SCHEDULE IT — CONTINUED 








2/ SUBACCOUNTS ARE REQUIRED FOR EACH CLASS OF EQUIPMENT OWNED. THE SERVICE 
COMPANY SHALL PROVIDE A LISTING BY SUBACCOUNT OF EQUIPMENT ADDITIONS 
DURING THE YEAR AND THE BALANCE AT THE CLOSE OF THE YEAR: 





Bi 
SUBACCOUNT DESCRIPTION ADDITIONS 














TOTAL 
3/ DESCRIBE OTHER SERVICE COMPANY PROPERTY: 








dian are, 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE III 


ACCUMULATED PROVISION FOR DEPRECIATION AND 
AMORTIZATION OF SERVICE COMPANY PROPERTY 








DESCRIPTION 


BALANCE AT [ADDITIONS DEDUCTIONS BALANCE AT 
BEGINNING | CHARGED ~ CLOSE OF 
OF YEAR TO RETIREMENTS OTHER 1/ YAR 
ACCOUNT 403 








Account 


301 
303 
304 
305 
306 
307 


308 


309 


ORGANIZATION 


MISCELLANEOUS 
INTANGIBLE 
PLANT 


LAND AND LAND 
RIGHTS 


STRUCTURES AN] 
IMPROVEMENTS 


LEASEHOLD 
IMPROVEMENTS 


EQUIPMENT 


OFFICE 
FURNITURE AND 
FIXTURES 


AUTOMORTLES, 
OTHER VEHICLEY 
AND RELATED 
GARAGE EQUIP 


AIRCRAFT AND 
ATRPORT 
EQUIPMENT 


OTHER SERVICE 
COMP ANY 
PROPERTY 























1/ PROVIDE AN EXPLANATION OF OTHER DEDUCTIONS: 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE IV - INVESTMENTS 








INSTRUCTIONS: Complete the following schedule concerning-investments. 


Under. Account.124,. “Other Investments", state each_investment 
separately, with description, including, the name-of issuing 
company, number of shares or principal amount, etc. 


Under Account 136, "Temporary Cash Investments", list each 
investment separately. 





BALANCE AT BALANCE AT 
BEGINNING CLOSE 
DES CR LTP TT ON OF YEAR OF YEAR 





ACCOUNT 123 = INVESTMENT IN ASSOCIATE COMPANIES 


ACCOUNT 124 = OTHER INVESTMENTS 


ACCOUNT 136 = TEMPORARY CASH INVESTMENTS 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE V_— ACCOUNTS RECEIVABLE FROM ASSOCIATE COMPANIES 








INSTRUCTIONS: Complete the following schedule listing accounts receivable 
from each associate company. Where the service company has 
provided accommodation or convenience payments for associate 
companies, a separate listing of total payments for each 
associate company by subaccount should be provided. 





BALANCE AT | BALANCE AT 
DESCRIPTION BEGINNING CLOSE 
OF YEAR OF YEAR 





ACCOUNT 146 = ACCOUNTS RECEIVABLE FROM ASSOCTAT# 
COMPANTES 





TOTAL 


TOTAL 
NV » CC : 
ANALYSIS OF CONVENIENCE OR ACCOMMODATION PAYMENTS PAYMENTS 














TOTAL PAYMENTS 
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ANNUAL REPORT OF 





For the YEAR ENDED 








SCHEDULE VI — FUEL STOCK EXPENSES UNDISTRIBUTED 








INSTRUCTIONS: Report the amount of labor and expenses incurred with respect 
to fuel stock expenses during the year and indicate amount 
attributable to each associate company. Under the section 
headed "Summary" listed below give an overall report of the 
fuel functions performed by the service company. 





BALANCE AT 
DES. COR: Fir LON EXPENSES CLOSE 


OF YEAR 





ACCOUNT 152 = FUEL STOCK EXPENSES UNDISTRIBUTED 














TOTAL 





SUMMARY: 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE VIT = STORES EXPENSE UNDISTRIBUTED 








INSTRUCTIONS: Report the amount of labor and expenses incurred with respect 
to stores expense during the year and, indicate amount 
attributable to each associate company. 





BALANCE AT 
DESCR IPT POR EXPENSES CT.OSE 
OR YEAR 





ACCOUNT 163 = STORES EXPENSE UNDISTRIBUTED 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE VIIT 
MISCELLANEOUS CURRENT AND ACCRUED ASSETS 








INSTRUCTIONS: Provide detail of items in this account. Items less 


than $10,000 may be grouped by classes, showing number 
of items in each class. 





BALANCE AT BALANCE AT 
DES CLR Tt Pet TOON BEGINNING CLOSE 
OF YEAR OF YEAR 





ACCOUNT 174 = MISCELLANEOUS CURRENT AND ACCRUED 
ASSETS 
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ANNUAL MNoruni ur 





For the Year Ended 








SCHEDULE IX = MISCELLANEOUS DEFERRED DERITS 








INSTRUCTIONS: Provide detail of items in this account. Items less 
than $10,000 may be grouped by class showing the number 
of items in each class. 





BALANCE AT BALANCE AT 
BEGINNING CLOSE 
DESCRIPTION OF YEAR OF YEAR 





ACCOUNT 186 = MISCELLANEOUS DEFERRED DEBITS 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE X 


RESEARCH, DEVELOPMENT OR DEMONSTRATION EXPENDITURES 








INSTRUCTIONS: Provide a description of each research, development, or 


demonstration project which ineurred costs by the service 
corporation during the year, General categories may be 


used for projects of a similar nature and purpose. 





D265 CR. TP Ty OON 





ACCOUNT 188 = RESEARCH, DEVELOPMENT, OR DEMONSTRATION 
EXPENDITURES 
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ANNUAL REFORT OF 





For the Year Ended 
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SCHEDULE XI — PROPRIETARY CAPITAL 


NUMBER OF PAR OR STATED | TOTAL PAR OUTSTANDING CLOSE OF PERIOD 
ACCOUNT NUMBER CLASS OF STOCK SHARES VALUE ALUE OF AMOUN 
AUTHORIZED PER SHARE AUTHORIZED NO, OF SHARES ITOTAL AMOUNT. _| 


























201 COMMON STOCK ISSUED 


INSTRUCTIONS: Classify amounts in each account with brief explanation, disclosing the general nature 
of transactions which gave rise to the reported “amounts. 








D E23-C: 8 LPT LT ON 





ACCOUNT 211 — MISCELLANEOUS PAID=IN CAPITAL 


ACCOUNT 215 = APPROPRIATED RETAINED EARNINGS 














INSTRUCTIONS: Give particulars concerning net income or (loss) during the year, distinguishing 
between compensation for the use of capital owed or net loss remaining from 
cals ary | nonassociates per the General Instructions of the Uniform System of Accounts. 
For dividends paid during the year in cash or otherwise, provide rate percentage, 


amount of dividend, date declared and date paid, 








SaaTantea NET INCOME DIVIDENDS CLOSE 
D-&.-S..C..R.2P.f_I.0.N = a G OR PAID 
OF YEAR (LOSS) OF YEAR 





ACCOUNT 216 = UNAPPROPRIATED RETAINED EARNINGS 


























ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE XII = LONG-TERM DEBT 





INSTRUCTIONS: Advances from associate companies should be reported separately for advances on notes, and 
advances on open account. Names of associate companies from which advances were received 
shall be shown under the class and series of obligation column. For Account 224 - Other 
long-term debt provide the name of creditor company or organization, terms of the obligation, 
Gate of maturity, interest rate, and the amount authorized and outstanding. 





TERMS OF OBLIG DATE NTERES' BALANCE AT 1/|BALANCE AT 
NAME OF CREDITOR CLASS & SERIES OF RATE AMOUNT BEGINNING | ADDITIONS ——v7 CLOSE 
OF OBLIGATION | MATURITY AUTHORIZEH OF YEAR OF YEAR 








SCOUNT 223 — ADVANCES FROM ASSOCIATE 
COMPANIES: 


SCOUNT 224 =— OTHER LONG-TERM DEBT: 
































2/ GIVE AN EXPLANATION OF DEDUCTIONS: 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDUL® XIII = CURRENT AND ACCRUED LIABILITIES 





INSTRUCTIONS: Provide balance of notes and accounts payable to each associate 
company. Give description and amount of miscellaneous current 
and accrued liabilities. Items less than $10,000 may be 
grouped by classes showing, number of items in each class, 





BALANCE AT BALANCE AT 
a r 


DESCRIPTION BEGINING oLOS! 
OF YEAR OF YEAR 





ACCOUNT 233 = NOTES PAYABLE TO ASSOCIATE COMPANIES 





TOTAL 





ACCOUNT 234 = ACCOUNTS PAYABLE TO ASSOCTATE 
COMPANIES 





TOTAL 


ACCOUNT 242 = MISCELLANEOUS CURRENT AND ACCRUED 
LIARTLITIES 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE XIV 
NOTES TO FINANCIAL STATEMENTS 








INSTRUCTIONS: The space below is provided for important notes regarding the 
financial statements or any account thereof. Furnish particulars 
as to any go yer contingent assets or liabilities existing 
at the end of the year. Notes relating to financial statements 


shown elsewhere in this report may be indicated here by reference 
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ANNUAL R&PUXRT UF 





For the Year Ended 








SCHEDULE XV 
STATEMENT OF INCOME 








ACCOUNT 





D'B:S' CRT Pet, LON 


PRIOR YEAN 





INCOME 


Services rendered to associate companies 
Services rendered to nonassociate 
companies 

Miscellaneous income or loss 


Total Income 


EXPENSE 


Salaries and wages 

Office supplies and expenses 
Administrative expense transferred = 
credit 

Outside services employed 

Property insurance 

Injuries and damages 

Employee pensions and benefits 
Regulatory commission expense 
General advertising expenses 
Miscellaneous general expenses 

Rents 

Maintenance of structures and 
equipment 

Depreciation and amortization expense 
Taxes other than income taxes 

Income taxes 

Provision for deferred income taxes 
Provision for deferred income taxes = 
credit 

Investment tax credit 

Donations 

Other deductions 

Interest on long-term debt 

Interest on debt to associate 
companies 

Other interest expense 


Total Expense 


Net Income or (Loss) 
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ANNUAL REPORT OF 





For the Year Ended 








ANALYSTS OF BILLING 


ASSOUIATE COMPANIES 


ACCOUNT 457 





DIRECT 
COSTS 
NAME OF ASSOCIATE COMPANY CHARGED 


INDIRECT COMPENSAT*N TOTAL 


COSTS 
CHARGED 


FOR USE 
OF CAPITAL 





Won 


L 5 Jue 


b52=3 


AMOUNT 
BILLED 
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ANNUAL REPORT OF 





For the Year Ended 
ANALYSIS OF BILLING 


——NONASSOCTATS COMPANIES 
ACCOUNT 458 
DIRECT INDIRECT | COMPENSATION EXCESS on 
COST COST FOR USE OR TAL 
CHARGED CHARGED OF CAPITAL DEFICIENCY ars 


L58-1 L58—2 Ld fa 3 L5S—h 
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NAME OF NONASSOCIATE COMPANY 


























TOTAL 





INSTRUCTION: Provide a brief description of the services rendered to each nonassociate company: 











ANNUAL REPORT OF 


For the Year Ended 








SCHEDULE XVI 


ANALYSIS OF CHARGES FOR SERVICE 





ASSOCIATE AND NONASSOCIAT2 COMPANIES 





DESCRIPTION OF ITEMS 


ASSOCIATE COMPANY CHARGES 


NONASSOCL 


TE COMPAN 


Y CHARGES 


TUTAL CHARGES FOR SERVICE 





DIRECT 
COST 


INDIRECT 
COST 


TOTAL 


-DIRECT 
COST 


INDIRECT 
COST 


TOTAL 


DIRECT 
COST 


INDIRECT 
COST 


TOTAL 





VP OCORDBUEUNDHS 


3 
8 
9 


Ne 


SALARIES AND WAGES 

OFFICE SUPPLIES AND EXPENSES 
ADMINISTRATIVE EXPENSE TRANSFERRED=CREDIT 
OUTSIDE SERVICES EMPLOYED 
PROPERTY INSURANCE 

INJURIES AND DAMAGES 

EMPLOYEE PENSIONS AND BENEFITS 
REGULATORY COMMISSION EXPENSE 
GENERAL ADVERTISING EXPENSES 
MISCELLANEOUS GENERAL EXPENSES 
RENTS 

MAINTENANCE OF STRUCTURES AND 
DEPR&CIATION AND AMORTIZATION 
TAXES OTHER THAN INCOME TAXES 
INCOME TAXES 

PROVISION FOR DEFERRED INCOME 
PROVISION FOR DEFERRED INCOME 
CREDIT 

INVESTMENT TAX CREDIT 
DONATIONS 

OTHER DEDUCTIONS 

INTEREST ON LONG-TERM DEBT 
OTHER INTEREST EXPENSE 


EQUIPMENT 
EXPENSE 


TAXES 
TAXES - 





ISTRUCTION: Total cost of 


service will equal 
for associate and nonassociate 
companies the total amount billed 
under their separate analysis of 
billing schedules. 





TOTAL EXPENSES 


JOMPENSATION FOR USE OF EQUITY CAPITAL = 


30 


INTEREST ON DEBT TO ASSOCIATE COMPANIES= 
TOTAL COST OF SERVICE = 
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ANNUAL REPOPT OF 





For the Year Ended 
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SCHEDULE XVII 
SCHEDULE OF *XPENSE DISTRIBUTION 
BY 
DEPARTMENT OR Se¢RVICE FUNCTION 


DB P AR T 











TOTAL 


more nk LP TL On OF ITEMS OVERHEAD 
AMOUNT 





SALARIES AND WAGES 

OFFICE SUPPLIES AND .EXPENSES 
ADMINISTRATIVE EXPENSE TRANSFERRED 
CREDIT 

OUTSIDE SERVICES EMPLOYED 

PROPERTY INSURANCE 

INJURIES AND DAMAGES 

EMPLOYEE PENSIONS AND 

BENEFITS 

RESULATORY COMMISSION EXPENSE 
GENERAL ADVERTISING EXPENSE 
MISCELLANEOUS GENERAL EXPENSES 
RENTS 

MAINTENANCE OF STRUCTURES AND 
EQUIPMENT 

DEPRECIATION AND AMORTIZATION 
EXPENSE 

TAXES OTHER THAN INCOMe TAXES 
INCOME TAXES 

PROVISION FOR DEFERRED INCOME TAXES 
PROVISION FOR DEFERRED INCOME TAXES — 
CREDIT 

INVESTMENT TAX CREDIT 

DONATIONS 

OTHER DEDUCTIONS 

INTEREST ON LONG=TERM DEBT 
INTEREST ON DERT TO ASSOCIATE COMPANIES 
OTHER INTEREST EXPENSE 


heed 


PUN Veer 
eee 
Wr 





STRUCTION: Indicate each department or 
service function. (see Instructior 
01-3 General Structure of Account-4 
ing System:Uniform System Account] 


TOTAL EXPENSES = 









































ANNUAL REPORT OF 
For the Year Ended 











SCHEDULE XVII 
SCHEDULE OF EXPENSE DISTRIBUTION 





BY 
DEPARTMENT OR SERVICE FUNCTION 





DEPARTMENT SERVICE FUNCTION 
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ANNUAL REPORT OF 





For the Year Ended 








DEPARTMENTAL ANALYSIS OF SALARIES 
ACCOUNT 920 








|___ DEPARTMENTAL SALARY EXPENSE 





—NAME_OF DEPARTMENT P INCLUDED 
Indicate each department or ict PARENT OTHER NON 
service function. COMPANY jASSOCIATESASSOCTATES 
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ANNUAL REPORT OF 





For the Year itnded 








QUTSIDE SERVICES EMPLOYED 
ACCOUNT 923 








INSTRUCTIONS: Provide a breakdown by subaccount of outside services employed. 
If the aggregate amounts paid to any one payee and included 
within one subaccount is less than $25,000, only the aggregate 
number and amount of all such payments included within the 
subaccount need be shown. Provide a subtotal for each type of 





service 
WA" =ASSOCIATH 


FROM WHOM PURCHASED ADDRESS "NA"= NON AMOUNT 
ASSOCTATE 
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ANNUAL REPORT OF 





For the Year Ended 








EMPLOYEE PENSIONS AND BENSFITS 
ACCOUNT 926 








INSTRUCTIONS: Provide a listing of each pension plan and benefit program 
provided by the service company. Such listing should be limited 
to $25 »000. 





DAE*S'C Rol PTT ON AMOUNT 
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ANNUAL REPORT OF 





For the Year Ended 








GENERAL ADVERTISING EXPENSES 
ACCOUNT 930.1 








INSTRUCTIONS: Provide a listing of the amount included in Account 930.1, 
"General Advertising Expenses", classifying the items according 
to the nature of the advertising and as defined in the account 
definition. If a particular class includes an amount in excess 
of $3,000 applicable to a single payee, show separately the 
name of the payee and the aggregate amount applicable thereto. 





Ree SiC Rt For LoOuN NAME OF PAYEE 
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ANNUAL REPORT OF 





For the Year Ended 








MISCELLANEOUS GENERAL EXPENSES 
ACCOUNT 930.2 








INSTRUCTIONS: Provide a listing of the amount included in Account 930.2, 
"Miscellaneous General Expenses", classifying such expenses 
according to their nature. If a particular class includes an 
amount in excess of $5,000 applicable to a single payce, show 
separately the name of the payee and the aggregate amount 
applicable thereto. 





Bes ¢ 8 TPT I ON NAME OF PAYEE 
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ANNUAL REPORT OF 





For the Year Ended 








RENTS 
ACCOUNT 931 





INSTRUCTIONS: Provide a listing of the amount included in Account 931, "Rents", 
classifying such expenses by major groupings of property, as 
defined in the account definition of the Uniform System of Accounts 





TYPE SOR, PP ReOpe eRe sy AMOUNT 
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ANNUAL REPORT OF 





For the Year Ended 








TAXES OTHER THAN INCOME TAXSS 
ACCOUNT 4,08 








INSTRUCTION: Provide an analysis of Account 408, "Taxes Other Than Income 
Taxes", Separate the analysis into two groups: (1) other than 
U.S. Government taxes, and (2) U.S. Government taxes. Specify 
each of the various kinds of taxes and:show the amounts thereof, 
Provide a subtotal for each class of tax. 





AMOUNT 
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ANNUAL REPORT OF 





For the Year tnded 








DONATIONS 
ACCOUNT 4.26.1 








INSTRUCTIONS: Provide a listing of the amount. included in Account 426.1, 
"Donations", classifying such expenses by its purpose. The 
aggregate number and amount of all items of less than $3,000 
may be shown in lieu of details. 





NAME OF RECIPIENT PUPPOSE OF DONATION AMOUNT 
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ANNUAL REPORT OF 





For the Year Ended 








OTHR DEDUCTIONS 





ACCOUNT 426.5 





INSTRUCTIONS: Provide a listing of the amount included in Account 426.5, 
"Other Deductions", classifying such expenses according to 
their nature. 





DESCRIPTLON NAME OF PAYS AMOUNT 
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ANNUAL REPORT OF 





For the Year Ended 








SCHEDULE XVIII 
NOTES TO STATKMENT OF TNCOMI: 








INSTRUCTIONS: The space below is provided for important notes regardin 


the 
statement of income or any account thereof. Furnish saitten labs 
as to any significant increase in services rendered or expenses 
incurred during the year. Notes relating to financial 
statements shown elsewhere in this report may he indicated 
here by reference. 
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ORGANIZATION CHART 
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ANNUAL. REPORT OF 








METHODS OF ALLOCATION 
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ANNUAL REPORT OF 








ANNUAL STATSMENT OF COMPENSATION FOR USS OF CAPITAL RILLWD 
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ANNUAL REPORT OF 








SIGNATURE CLAUSE 


Pursuant to the requirements of the Public 
Utility Holding Company Act of 1935 and the rules 
and regulations of the Securities and Exchange 
Commission issued thereunder, the undersigned 
company has duly caused this report, to be signed 
on its behalf by the undersigned officer thereunto 


duly authorized. 





(Name of Reporting Company) 


By 





(Signature of Signing Officer) — 





(Printed Name and Title of Signing Officer) 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21268/October 25, 1979 


In the Matter of 


KENTUCKY POWER COMPANY 
1701 Central Avenue 
Ashland, Kentucky 41101 


(70-6224) 


NOTICE OF PROPOSED EXTENSION OF SHORT- 
TERM BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Kentucky Power 
Company (‘‘Kentucky’’), an electric utility subsidiary 
company of American Electric Power Company, Inc., 
a registered holding company, has filed with this 
Commission a post-effective amendment to its 
application previously filed in this matter pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act’’), designating Section 6(b) of the Act as 
applicable to the proposed transactions. All interested 
persons are referred to the application, as amended 
by said post-effective amendment, which is sum- 
marized below, for a complete statement of the pro- 
posed transactions. 


By order dated December 26, 1978 (HCAR No. 
20843), Kentucky was authorized to issue and sell 
short-term notes through January 1, 1980, in an 
aggregate amount not to exceed $35,000,000 out- 
standing at any one time, such indebtedness to mat- 
ure not later than March 31, 1980. 


By post-effective amendment, Kentucky requests 
that its borrowing authorization, pursuant to the 
credit arrangements described below, of $35,000,000 
be extended from January 1, 1980 to December 31, 
1980, all such indebtedness issued thereunder to 
mature not later than March 31, 1981. 


Kentucky states that the short-term financing is nec- 
essary due to a change in its plans concerning a 
$100,000,000 term loan involved with its proposed 
purchase of a 15% interest in the Rockport Plant 
which is owned by Indiana & Michigan Electric Com- 
pany, another electric utility subsidiary of AEP. That 
proposed transaction is the subject of a separate ap- 
plication before this Commission (HCAR No. 20751), 


but was disapproved by the Kentucky Public Service 
Commission on October 19, 1978. This matter is now 
before the Kentucky Court of Appeals. Due to the 
unsettled nature of this matter, Kentucky requests 
the short-term borrowing authorization as an 
alternative. 


Kentucky has lines of credit with fifteen banks which 
total $265,900,000. For purposes of borrowing, these 
banks are of three classes. Each note to be issued to 
a Class | bank will mature not more than 270 days 
after the date of issuance or renewal thereof, and will 
be prepayable at any time without premium or 
penalty. Kentucky’s credit arrangements with these 
banks require it to maintain compensating balances 
equal to a percentage of the line of credit made avail- 
able by the bank plus a percentage of any amount 
actually borrowed, generally not in excess of 10% of 
the line of credit and 10% of the amount borrowed. 
Borrowings from a Class | bank generally would bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. Kentucky’s credit 
arrangements with these banks require it to maintain 
compensating balances of 5% of the line of credit 
and to pay a fee equal to 4% of the bank’s prime 
commercial rate then in effect times the size of the 
line of credit. The combination of a 5% 
compensating balance and the fee generally is 
equivalent to a compensating balance not in excess 
of 10% of the line of credit made available. In 
addition, Kentucky must pay interest at the rate of 
108.5% of the bank’s prime commercial rate then in 
effect, or, in the case of borrowings in Eurodollars, a 
designated percent of the London Interbank Offering 
Rate (LIBOR) on the borrowings. It is stated that if 
the balances maintained and fees paid by Kentucky 
with and to the Class | and II banks were maintained 
and paid solely to fulfill requirements for borrowings 
by Kentucky, the effective annual interest cost to 
Kentucky, assuming full use of the line of credit, 
would not exceed 125% of the prime commercial rate 
in effect from time to time, or not more than 18.1% 
on the basis of a prime commercial rate of 142%. 


With respect to the Class Ill banks, Kentucky has a 
money market facility at each of two named banks in 
an aggregate amount of $20,000,000. These money 
market facilities do not represent a formal 
commitment or engagement by these banks to 
Kentucky but represent merely the ability of Kentucky 
to request unsecured borrowings, in the form of 
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promissory notes, on a case-by-case basis. These 
money market facilities are available for unsecured 
borrowings in domestic dollars and/or Eurodollars for 
periods of up to 180 days after the date of issuance, 
and any such borrowings will be prepayable by 
Kentucky at any time without premium or penalty. 
No compensating balances are required. The interest 
rate, which is presently to be negotiated on a 
case-by-case basis (using a 360 day year), will be a 
designated percent of the LIBOR, if the borrowings 
are made in Eurodollars, or a designated percent of 
the bank's prime rate, if the borrowings are made in 
domestic dollars. It is stated that interest rates on 
these notes will be lower than the effective interest 
rates for borrowings made from Class | and II banks, 
including the effect of any compensating balances 
and fees paid. 


The proceeds from the issue and sale of the notes will 
be used by Kentucky to pay its general obligations, 
including expenses incurred in its various construc- 
tion projects. Construction expenditures for 1980 are 
estimated at $135,000,000 assuming Kentucky 
acquires an interest in the Rockport Plant. 


No additional fees and expenses are expected to be 
incurred with this proposed transaction. It is stated 
that no state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 21, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and issues of fact or law raised by said appli- 
cation, as amended by said post-effective amend- 
ment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address, and proof 
of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. 
At any time after said date, the application, as 
amdnded, or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
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issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


te 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmone 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21269/October 25, 1979 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
CENTRAL AND SOUTH WEST SERVICES, INC. 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COM- 
PANY 
Shreveport, Louisiana 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6163) 


ORDER AUTHORIZING SHORT-TERM BORROW- 
ING LEVELS 


Central and South West Corporation (“CSW”), a 
registered holding company, and five of its subsidi- 
aries, Central Power and Light Company (‘’CPL”), 
Southwestern Electric Power Company (‘‘SWEPC”’), 
West Texas Utilities Company (‘“WTU”), Public 
Service Company of Oklahoma (‘‘PSO”’) and Central 
and South West Services, Inc. (““CSWS’’) (collec- 





tively the ‘‘subsidiaries’’) have filed with this Commis- 
sion post-effective amendments to their application- 
declaration previously filed and amended in this 
matter pursuant to Sections 6, 7, 9(a), 10, 12(b) and 
12(f) of the Public Utility Holding Company Act of 
1935 (‘‘Act’’) and Rules 43 and 50 promulgated there- 
under concerning the following proposed transaction. 


By an order dated July 19, 1979 in this matter (HCAR 
no. 21150), this Commission authorized CPL, PSO 
and SWEPCO to incur short-term borrowings at any 
one time outstanding in maximum aggregate principal 
amounts of $71,000,000; $77,000,000 and 
$60,000,000 respectively through December 31, 1980. 
Such amount for SWEPCO was to revert to 
$50,000,000 upon completion of the capital 
contribution by CSW to SWEPCO authorized by the 
Commission's order of June 27, 1979 (HCAR No. 
21121). Such capital contribution was made on 
September 24, 1979. In the order of July 19, 1979, 
jurisdiction was reserved to increase such short-term 
borrowing limits to $100,000,000 for CPL, $90,000, 
000 for PSO and $75,000,000 for SWEPCO based on 
a showing of further need. CPL, PSO, and SWEPCO 
have now demonstrated a need for authorization to 
make short-term borrowings up to the amounts 
requested. Such borrowings will be made under the 
same terms and conditions as those previously made 
pursuant to the Commission’s order of July 19, 1979. 


The fees, commissions and expense to be incurred in 
connection with the proposed transaction are 
estimated at $100. It is stated that no state commis- 


sion and no federal commission, other than this’ 


Commission, 
transaction. 


has jurisdiction over the proposed 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21097), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 


record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended be, and it hereby 
is, granted and permitted to become effective forth- 
with, subject to the terms and conditions prescribed 


in Rule 24 promulgated under the Act, except that 
the time for filing the certification thereunder with 
respect to the proposed transactions is extended so 
as to allow filing on a quarterly basis. 


IT IS FURTHER ORDERED, that the jurisdiction 
reserved in the Commission's order of July 19, 1979, 
to increase short-term borrowing authorization upon 
a showing of further need be, and it hereby is, 
released effective forthwith. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21270/October 25, 1979 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6339) 


ORDER RELEASING JURISDICTION 


By an order dated September 20, 1979 in this matter 
(HCAR No. 21220) Lousiana Power & Light Company 
(“LP&L’’), an electric utility subsidiary of Middle 
South Utilities, Inc., a registered holding company, 
was authorized to enter into an agreement with 
Jefferson Parish, Louisiana for the purpose of 
financing the construction of water pollution control 
facilities at LP&L’s Ninemile Point Steam Electric 
Generating Station. The agreement provided for the 
Parish to issue and sell its pollution control revenue 
bonds (‘‘Bonds”’), for the Bond sale proceeds to be 
deposited with a trustee, for LP&L to sell the 
pollution control facilities to the Parish for cash, 
which is to be paid by the trustee out of such 
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proceeds, and for LP&L simultaneously to repurchase 
from the Parish the pollution control facilities on an 
installment payment basis for an aggregate price 
equal to the amount of money that will be required to 
fully pay or retire the Bonds in accordance with their 
terms. In the order of September 20, 1979 jurisdiction 
was reserved with respect to the semi-annual install- 
ment payment obligations to be undertaken by LP&L 
pursuant to its agreement with the Parish insofar as 
such payments are affected by the effective interest 
rate of the Bonds sold by the Parish in connection 
with the instant transaction. 


LP&L has now filed a post-effective amendment to 
its application-declaration informing this Commission 
that a group of underwriters represented by Howard, 
Weil, Labouisse, Friedrichs Incorporated has made a 
proposal to purchase all of the Bonds on the basis of 
an interest rate to be borne by the Bonds of 8.00% 
per annum and a price to be paid for said bonds of 
100% of the principal amount thereof plus accrued 
interest thereon from October 1, 1979 to the date of 
payment therefore and delivery thereof, and on the 
further basis of LP&L agreeing to pay the under- 
writers an underwriters’ fee of $116,000, resulting in 
an effective interest cost of the Bonds of 8.11% and 
a price for the Bonds (after accounting for such 
underwriters’ fee) of 97.10%. 


IT 1S ORDERED that the jurisdiction reserved in the 
order of September 20, 1979, with respect to the 
semi-annual installment payment obligations to be 
undertaken by LP&L pursuant to its agreement with 
the Parish insofar as such payments are affected by 
the effective interest rate of the Bonds, be, and it 
hereby is, released effective fortwith and that the 
proposed transaction may be consummated, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Public Utility Holding 
Company Act of 1935. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21271/October 25, 1979 
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In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6345) 
ORDER RELEASING JURISDICTION 


By an order dated September 27, 1979 in this matter 
(HCAR No. 21229) Louisiana Power & Light 
Company (“LP&L’’), an electric utility subsidiary of 
Middle South Utilities, Inc., a registered holding 
company, was authorized to enter into agreement 
with St. Charles and Ouachita Parishes, Louisiana for 
the purpose of financing the construction of water 
pollution control facilities at LP&L’s Little Gypsy, 
Waterford and Sterlington Electric Generating 
Facilities. The agreements provided for the Parishes 
to issue and sell their pollution control revenue bonds 
and industrial development revenue bonds, for the 
bond sale proceeds to be deposited with trustees, for 
LP&L to sell the pollution control facilities to the 
Parishes for cash, which is to be paid by the trustees 
out of such proceeds, and for LP&L simultaneously 
to repurchase from the Parishes the pollution control 
facilities on installment payment bases for aggregate 
prices equal to the amounts of money that will be 
required to fully pay or retire the bonds in accordance 
with their terms. In the order of September 27, 1979 
jurisdiction was reserved with respect to the semi- 
annual installment payment obligations to be under- 
taken by LP&L pursuant to its agreements with the 
Parishes insofar as such payments are affected by the 
effective interest rates of the bonds sold by the 
Parishes in connection with the instant transactions. 


LP&L has now filed a post-effective amendment to is 
application-declaration informing this Commission 
that a group of underwriters represented by Howard, 
Weil, Labouisse, Friedrichs Incorporated has made a 
proposal to purchase all of the bonds of all three 
series on the basis of an interest rate to be borne by 
all of said bonds of 8.00% per annum and a price to 
be paid for said bonds of 100% of the principal 
amount thereof plus accrued interest thereon from 
October 1, 1979 to the dates of payments therefor 
and delivery thereof and on the further basis of LP&L 
agreeing to pay the underwriters an underwriters’ fee 
of $87,000 in respect of the $3,000,000 aggregate 
principal amount of 1979 St. Charles Bonds, $37,700 
in respect of the $1,300,000 aggregate principal 
amount of 1979 Ouachita Bonds, and $29,000 in 
respect of the $1,000,000 aggregate principal amount 





of Ouachita Industrial Development Bonds, resulting 
in an effective interest cost of the bonds of 8.12% 
and a price for the bonds (after accounting for such 
underwriters’ fees) of 97.10% for the bonds of all 
three series. 


IT IS ORDERED that the jurisdiction reserved in the 
order of September 27, 1979, with respect to the 
semi-annual installment payment obligations to be 
undertaken by LP&L pursuant to its agreements with 
the Parishes insofar as such payments are affected by 
the effective interest rates of the bonds be, and it 
hereby is, released effective forthwith and that the 
proposed transactions may be consummated, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Public Utility Holding 
Company Act of 1935. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10906/October 19, 1979 


In the Matter of 


JOHN HANCOCK CASH MANAGEMENT TRUST 
John Hancock Place 

P.O. Box 111 

Boston, Massachusetts 02117 


and 


JOHN HANCOCK DISTRIBUTORS, INC. 
John Hancock Place 


P.O. Box 111 
Boston, Massachusetts 02117 


(812-4533) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT. 


John Hancock Cash Management Trust (‘‘Fund’’), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified manage- 
ment investment company, and John Hancock 
Distributors, Inc., the proposed principal underwriter 
for the Fund (referred to collectively with Fund as 
“Applicants”), filed an application on September 7, 
1979, and amendments thereto on September 14, 
1979, and September 21, 1979, requesting an order of 
the Commission, pursuant to Section 6(c) of the Act, 
exempting Applicants from the provisions of Rules 
2a-4 and 22c-1 under the Act to the extent necessary 
to permit the Fund to compute its net asset value per 
share, for purposes of effecting sales, redemptions 
and repurchases of its shares, to the nearest one cent 
on a share value of one dollar. Applicants represent 
that in all other respects, portfolio securities held by 
the Fund will be valued in accordance with the views 
of the Commission set forth in Investment Company 
Act Release No. 9786 (May 31, 1977). 


On September 25, 1979, a notice (Investment 
Company Act Release No. 10879) was issued of the 
filing of said application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemptions is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Rules 2a-4 and 22c-1 under the Act, to the extent 
requested, be, and hereby is, granted, effective 
forthwith, subject to the following conditions to 
which Applicants have consented. 
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1. That the Fund’s Trustees, in supervising the 
Fund's operations and delegating special responsi- 
bilities involving portfolio management to the Fund’s 
investment adviser, undertake—as a particular 
responsibility within their overall duty of care owed to 
the Fund’s shareholders—to assure to the extent 
reasonably practicable, taking into account current 
market conditions affecting the Fund’s investment 
objective, that the price per share of the Fund's 
shares as computed for purposes of sales, 
redemptions and repurchases, rounded to the nearest 
one cent, will not deviate from $1.00. 


2. That the Fund will maintain a dollar-weighted 
average portfolio maturity appropriate to its objective 
of maintaining a stable price per share, and that the 
Fund will neither (a) purchase an instrument with a 
remaining maturity of greater than one year, nor (b) 
maintain a dollar-weighted average portfolio maturity 
in excess of 120 days. 


3. That the Fund’s purchases of portfolio instru- 
ments, including repurchase agreements, will be 
limited to those United States dollar denominated 
instruments which the Trustees determine to present 
minimal credit risks, and which are of high quality as 
determined by any major rating service or, in the case 
of any instrument that is not so rated, of comparable 
quality as determined by the Trustees. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10907/October 19, 1979 


In the Matter of 


UNITED FUNDS, INC. 

UNITED VANGUARD FUND, INC. 

UNITED FIDUCIARY SHARES, INC. 

UNITED CONTINENTAL INCOME FUND, INC. 


786/SEC DOCKET 


UNITED CONTINENTAL GROWTH FUND, INC. 
UNITED MUNICIPAL BOND FUND, INC. 
UNITED HIGH INCOME FUND, INC. 


and 


WADDELL & REED, INC. 
P.O. Box 1343 

One Crown Center 

Kansas City, Missouri 64141 


(812-4528) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND RULE 22d-1 THEREUNDER 
AND PURSUANT TO SECTION 11(a) APPROVING 
AN OFFER OF EXCHANGE 


NOTICE IS HEREBY GIVEN that United Funds, Inc., 
United Vanguard Fund, Inc., United Fiduciary 
Shares, Inc., United Continental Income Fund, Inc., 
United Continental Growth Fund, Inc., United 


Municipal Bond Fund, Inc. and United High Income * 


Fund, Inc. (collectively ‘‘Funds’’) open-end invest- 
ment companies registered under the Investment 
Company Act of 1940 (‘‘Act’’), and Waddell & Reed, 
Inc. (‘‘Waddell’’), each Fund’s investment adviser 
and principal underwriter (collectively referred to with 
the Funds as “Applicants’’), filed an application on 
September 4, 1979, and an amendment thereto on 
October 15, 1979, for an order of the Commission 
pursuant to Section 11(a) of the Act to permit the 
Funds to offer their shares in exchange for shares of 
United Cash Management, Inc. (‘‘Cash Manage- 
ment’’) as described herein, and pursuant to Section 
6(c) of the Act, exempting such exchanges from the 
provisions of Section 22(d) of the Act and Rule 22d-1 
thereunder. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicants state that Waddell, as principal under- 
writer for the Funds, maintains a continuous public 
offering of shares of each of the Funds at their 
respective net asset value plus a sales charge. Appli- 
cants state that on purchases of less than $15,000 the 
maximum sales charge is 8.5% for each of the Funds 
except United Municipal Bond Fund, Inc., for which 
the maximum sales charge is 4% on purchases of less 





than $100,000. The sales charge is reduced on larger 
purchases of each of the Funds. 


Cash Management is an open-end investment 
company registered under the Act and offers its 
shares to the public at net asset value without a sales 
charge. Applicants state that Waddell is the invest- 
ment adviser and principal underwriter for Cash 
Management. 


Applicants state that each Fund proposes to offer its 
shares to shareholders of Cash Management in 
exchange for shares of Cash Management to the 
extent that such shares are Exchanged Shares. 
According to the application, Exchanges Shares are 
those shares of Cash Management (i) acquired by 
exchange of shares of any of the Funds or (ii) 
acquired as a result of reinvestment of dividends or 
distributions on such shares. Shares of United Num- 
icipal Bond Fund, Inc. must have been held for one 
year from the date of their original purchase before 
they may be exchanged for shares of Cash 
Management. Applicants also state that the shares 
being exchanged must be worth at least $100 or the 
shareholder must own shares of the Fund whose 
shares are being acquired by exchange. Applicants 
propose to exchange Exchanged Shares for shares of 
any Fund on the basis of their relative net asset 
values as next computed after receipt of an exchange 
request. 


Applicants state that on Exchanged Shares acquired 
as a result of a share exchange, a sales charge will 
have been paid at the time of the purchase of the 
shares of the Fund which were exchanged for the 
shares of Cash Management. Applicants state further 
that no, sales charge is assessed on Exchanged 
Shares acquired as a result of a reinvestment of 
dividends or distributions. Applicants propose to 
make the exchange offer to Cash Management share- 
holders irrespective of whether the Exchanged Shares 
were originally acquired by the shareholder 
requesting the exchange or were received by gift, 
bequest, transfer or any other type of acquisition. 


Section 11(a) of the Act provides, in part, that it shall 
be unlawful for any registered open-end investment 
company or any principal underwriter for such a 
company to make or cause to be made an offer to the 
holder of a security of such company or any other 
open-end investment company to exchange his 
security for a security in the same or another such 
company on any basis other than the relative net 
asset value of the respective securities to be 
exchanged, unless the terms of the offer have first 


been submitted to and approved by the Commission. 
For the purposes of Section 11 of the Act, and offer 
by a principal underwriter means, in part, an offer 
communicated to holders of securities of a class of 
series. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current public offering price described in the pros- 
pectus. Rule 22d-1 permits certain variations in sales 
load, none of which it is alleged are applicable to the 
proposed exchange offer. 


The proposed exchanges may be deemed to violate 
Section 22(d) of the Act since they would be on the 
basis of net asset value rather than on the public 
offering price. Applicants state that although the 
proposed exchange offer would be on the basis of 
relative net asset value, it may not be permitted by 
Section 11(a) of the Act in view of the limitation as to 
which shares of Cash Management, namely the 
Exchanged Shares, that will be eligible for the 
proposed exchange offer. 


The application states that the purpose of the 
proposed exchange offer is to permit investors who 
have changed investment objectives, and who had 
exchanged Fund shares on which a sales charge 
originally was paid for shares of Cash Management, 
to change their investments from Cash Management 
to any of the Funds without paying a sales charge. 
Applicants state that such exchange does not involve 
an additional sales effort or expenditure by the 
principal underwriter. Applicants submit that the 
limitaticn to Exchanged Shares is necessary and 
appropriate since without such limitation an investor 
wishing to acquire shares of one or more of the 
Funds could do so without ever having paid a sales 
charge by purchasing shares of Cash Management at 
net asset value and exchanging for shares of any of 
the Funds without charge. 


Section 6(c) provides, in pertinent part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities or transactions from any 
provisions of the Act or of any rule thereunder, if and 
to the extent such exemption is necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 13, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, or fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in case of an attorney 
at law, by certificate) shall be filed contemporane- 
ously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be 
issued as of course following said date unless the 
Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing 
is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10908/October 23, 1979 


In the Matter of 


ALLSTATE ENTERPRISES STOCK FUND, INC. 
20 Allstate Plaza 
Northbrook, Illinois 60062 


(811-1864) 
NOTICE OF FILING OF APPLICATION PURSUANT 


TO SECTION 8(f) OF THE ACT FOR ORDER 
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DECLARING THAT APPLICANT HAS CEASED TO 
BE AN INVESTMENT COMPANY. 


NOTICE IS HEREBY GIVEN that Allstate Enterprises 
Stock Fund, Inc. (‘Applicant’), registered under the 
Investment Company Act of 1940 (‘‘Act’’) as a diver- 
sified, open-end management investment company, 
filed an application on July 11, 1979, and an amend- 
ment thereto on September 10, 1979, for an order of 
the Commission, pursuant to Section 8(f) of the Act, 
declaring that Applicant has ceased to be an invest- 
ment company as defined by the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant states that on May 19, 1969, it registered 
under the Act and filed a registration statement 
pursuant to the Securities Act of 1933 (‘‘Securities 
Act’’) with respect to 7,500,000 shares of its common 
stock. According to the application, such registration 
statement under the Securities Act was declared 
effective on December 31, 1969, and the public 
offering of Applicant’s shares commenced on 
February 16, 1970. 


Applicant states that on November 27, 1978, its 
Board of Directors adopted a resolution recommend- 
ing a plan of reorganization (‘‘Plan’’) pursuant to 
which W. L. Morgan Growth Fund, Inc. (‘‘Morgan’’), 
a company registered under the Act as a diversified, 
open-end, management, investment company, would 
acquire substantially all of the assets of Applicant in 
exchange for shares of Morgan. Applicant further 
states that such Plan was approved at a special 
meeting of Applicant’s shareholders held on April 11, 
1979, by a vote of more than 78% of the outstanding 
shares of Applicant’s common stock. According to 
the application, the expenses incurred by Applicant in 
connection with conducting the special meeting of 
shareholders were borne by Wellington Management 
Company, Morgan’s investment adviser. 


Applicant states that on April 30, 1979, it transferred 
all its assets, other than $50,106.43 in cash, to 
Morgan in exchange for 15,206,600,252 shares of 
Morgan common stock which were distributed pro 
rata to Applicant’s shareholders. Applicant further 
states that the number of shares of Morgan’s 
common stock received by Applicant was determined 
by deriving an exchange ratio which was computed 
by dividing Applicant's net asset value per share as of 
the close of business on April 27, 1979, by Morgan's 
net asset value per share on that date and multiplying 
such exchange ratio by the number of Applicant's 





outstanding shares. Applicant represents that it 
currently has no securityholders and is not engaged, 
and does not propose to engage, in any business 
activities other than those necessary to wind up its 
affairs; that as of September 5, 1979, its assets 
consisted of $14,676.61 in cash which has been 
retained for the purpose of paying the expenses 
associated with winding up its affairs; that following 
the payment of such expenses and upon 
authorization of its boards of directors, all remaining 
cash will be transferred to Morgan; and that upon 
winding up its affairs, Applicant’s corporate existence 
under the laws of Maryland will be dissolved. 


Section 8(f) of the Act provides, in part, that when 
the Commission, upon application, finds that a regis- 
tered investment company had ceased to be an 
investment company, it shall so declare by order and, 
upon the taking effect of such order, the registration 
of such company under the Act shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 19, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney at law, by certificate) shall be filed 
contemporaneously with. the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10909/October 23, 1979 


In the Matter of 


MUNICIPAL FUND FOR TEMPORARY INVEST- 
MENT. INC’ 

Suite 204, Webster Building 

Concord Plaza 

3411 Silverside Road 

Wilmington, Delaware 19810 


(812-4539) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR ORDER OF 
EXEMPTION FROM THE PROVISIONS OF RULES 
2a-4 AND 22c-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Municipal Fund for 
Temporary Investment, Inc. (‘‘Applicant’’), an 
open-end, diversified, management investment 
company registered under the Investment Company 
Act of 1940 (’‘Act’’), filed an application on Septem- 
ber 21, 1979, and amendments thereto on September 
27, 1979, and October 2, 1979, for an order pursuant 
to Section 6(c) of the Act, exempting it from the 
provisions of Rules 2a-4 and 22c-1 under the Act to 
the extent necessary to permit Applicant to calculate 
its net asset value per share to the nearest one cent 
on a share value of $1.00 (“penny-rounding’’). All 
interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein which are summarized 
below. 


The application states that Applicant was organized 
by Loeb Rhoades, Hornblower & Co. to provide insti- 
tutions seeking to earn tax exempt income on their 
investment of short-term cash reserves with an 
investment medium which would meet their require- 
ments for a stable net asset value per share and a 
relatively predictable daily dividend. According to the 
application, Applicant will seek to achieva its invest- 
ment objective of providing as high a level of current 
interest income exempt from Federal income taxes as 
is consistent with relative stability of principal by 
investing in short-term obligations issued by or on 
behalf of states, territories and possessions of the 
United States and the District of Columbia, or their 
political subdivisions, agencies, instrumentalities or 
authorities, the interest on which, in the opinion of 
counsel to the issuer, is exempt from Federal income 
tax. 
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Rule 22c-1 adopted under the Act provides, in part, 
that no registered investment company or principal 
underwriter thereof issuing any redeemable security 
shall sell, redeem or repurchase any such security 
except at a price based on the current net asset value 
of such security which is next computed after receipt 
of a tender of such security for redemption or of an 
order to purchase or to sell such security. Rule 2a-4 
adopted under the Act provides, inter alia, that in 
calculating the ‘‘current net asset value’’ of a 
redeemable security issued by a registered investment 
company used in computing its price for the purposes 
of distribution, redemption and repurchase, portfolio 
securities with respect to which market quotations 
are readily available shall be valued at current market 
value, and other securities and assets shall be valued 
at fair value as determined in good faith by the board 
of directors of the registered company. In Investment 
Company Act Release No. 9786 (May 31, 1977) 
(“Release No. 9786’’) the Commission issued an 
interpretation of Rule 2a-4 expressing, among other 
things, its view that it is inconsistent with the 
provisions of Rule 2a-4 for ‘‘money market” funds 
and certain other investment companies to ‘‘round 
off’’ calculations of their net asset values per share to 
the nearest one cent on share values of $1.00 
because such calculations might have the effect of 
masking the impact of changing values of portfolio 
securities and, therefore, might not reflect properly 
the values of the underlying portfolio instruments. 


Applicant states that its proposes to value its port- 
folio securities in accordance with the views of the 
Commission as set forth in Release No. 9786; 
however, subject to the granting of the exemptive 
order requested, Applicant intends to use its best 
efforts to maintain a constant net asset value per 
share by calculating net asset value per share to the 
nearest one cent on a share value of $1.00. Applicant 
further states that all of its net income for dividend 
purposes will be declared daily, except that it may 
temporarily reduce or suspend daily dividends in 
order to minimize any fluctuations in net asset value 
per share. Applicant states that unrealized gains and 
losses on portfolio securities and gains and losses 
realized on the disposion of portfolio securities prior 
to maturity are not included in net income _ for 
dividend purposes, but rather will be reflected in net 
asset value. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any class or 
classes of persons, securities or transactions, from 
any provision or provisions under the Act or of any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the 
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public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


In support of the relief requested, Applicant submits 
that the exemption would allow it to adopt policies 
which are intended to satisfy the requirements of 
investors for a stable net asset value per share and a 
relatively predictable daily dividend. Applicant further 
submits that the requested exemption is appropriate 
and in the public interest. However, in recognition of 
the fact that, unlike a traditional investment 
company, Applicant seeks to provide a vehicle having 
a stable price per share, Applicant states that the 
Commission may impose the following conditions in 
an order granting the relief requested from Rules 2a-4 
and 22c-1: 


(1) Applicant’s Board of Directors, in supervising 
Applicant’s operations and delegating special 
responsibilities involving portfolio management to its 
investment adviser, will undertake, as a particular 
responsibility within the overall duty of care owed to 
its shareholders, to assure to the extent reasonably 
practicable, taking into account that Applicant’s price 
per share as computed for purposes of distribution, 
redemption and repurchase, rounded to the nearest 
one cent, will not deviate from $1.00; 


(2) Applicant will not purchase any security which, 
at the time of its acquisition, has a remaining maturity 
of more than 12 months; 


(3) The dollar-weighted average maturity of Appli- 
cant’s portfolio will not exceed 120 days: and 


(4) Applicant will limit its portfolio investments to 
those United States dollar demoninated instruments 
which the Board of Directors determines present 
minimal credit risks, and which are of “high quality’ 
as determined by any major rating service or, in the 
case of any instrument that is not rated, are of 
comparable quality as determined by the Board of 
Directors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 14, 1979, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. 





Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicant 
at the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the applicant will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10910/October 23, 1979 


In the Matter of 


INVESTORS MUTUAL, INC. 

INVESTORS STOCK FUND, INC. 
INVESTORS SELECTIVE FUND, INC. 
INVESTORS VARIABLE PAYMENT FUND, INC. 
IDS NEW DIMENSIONS FUND, INC. 

IDS PROGRESSIVE FUND, INC. 

IDS BOND FUND, INC. 

IDS CASH MANAGEMENT FUND, INC. 
IDS TAX-EXEMPT BOND FUND, INC. 

IDS HIGH YIELD TAX-EXEMPT FUND, INC. 
100 Roanoke Building 

Minneapolis, Minnesota 55402 


@.. 


INVESTORS DIVERSIFIED SERVICES. INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4403) 


NOTICE OF FILING OF AN APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER GRANT- 
ING EXEMPTION FROM THE PROVISIONS OF 
SECTION 22(d) AND RULE 22d-1 THEREUNDER 
PURSUANT TO SECTION 6(c) OF THE ACT AND 
PERMITTING OFFERS OF EXCHANGE PURSUANT 
TO SECTION 11(a) OF THE ACT. 


NOTICE OF HEREBY GIVEN that Investors Mutual, 
Inc. (‘‘Mutual’’), Investors Stock Fund, Inc. 
(‘‘Stock’’), Investors Selective Fund, Inc. (‘‘Selec- 
tive’’), Investors Variable Payment Fund, Inc. 
(‘Variable’), IDS New Dimensions Fund, Inc. (‘‘New 
Dimensions’’), IDS Progressive Fund, Inc. (‘‘Progres- 
sive’), IDS Bond Fund, Inc. (‘‘Bond’’), IDS Cash 
Management Fund, Inc. (‘Cash Management’’), IDS 
Tax-Exempt Bond Fund, Inc. (‘Tax-Exempt’), and 
IDS High Yield Tax-Exempt Fund, Inc. (‘‘High Yield’) 
(collectively referred to as ‘‘the Funds’), open-end, 
management investment companies registered under 
the Investment Company Act of 1940 (‘‘Act’’), and 
Investors Diversified Services, Inc. (“IDS’’), each 
Fund’s investment adviser and principal underwriter 
(collectively referred to with the Funds as 
“Applicants”), filed an application on August 23, 
1979, and an amendment thereto on September 28, 
1979, requesting an order of the Commission 
amending in the manner described below an earlier 
order of the Commission dated June 20, 1979 
(Investment Company Act Release No. 10742). This 
earlier order, pursuant to Section 11’)a) of the Act, 
permitted certain transfers among the Funds and IDS 
Growth Fund, Inc. (‘‘Growth’’) (the Funds and 
Growth hereinafter collectively referred to as ‘‘the In- 
vestors Group of Funds’’), on a basis other than their 
net asset value per share at the time of transfer and, 
pursuant to Section 6(c) of the Act, exempted such 
transfer from the provisions of Section 22(d) of the 
Act and Rule 22d-1 thereunder. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


IDS, as principal underwriter for the Funds, maintains 
a continuous public offering of shares of each of the 
Funds at their respective net asset value plus a sales 
charge. On purchases of less than $15,000, the sales 
charge is 3 1/2% for Bond, 7% for Selective, 8% for 
Mutual, Stock, Variable, New Dimensions, Pro- 
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gressive and Growth. Tax-Exempt and High Yield 
have a 4% sales charge on purchases of less than 
$50,000. For each of the Investors Group of Funds, 
the sales charge is reduced on larger purchases, ex- 
cept Bond which has a level 3 1/2% sales charge. 
There is no sales charge for purchases of Cash 
Management. All of the Investors Group of Funds, 
except Bond, permit reinvestment of dividends and 
capital gains distributions without payment of a sales 
charge. 


Applicants represent that pursuant to the earlier order 
of the Commission dated June 20, 1979, the share- 
holders of Mutual, Stock, Variable, Progressive, New 
Dimensions and Growth currently have the privilege 
of transferring their shares into shares of each of the 
Investors Group of Funds, except Bond and Growth, 
at net asset value without paying a sales charge. 
Applicants further state that the shareholders of 
Selective, Bond, Tax-Exempt and High Yield who 
have held their investments for eight months or more 
have the same transfer privilege described above, 
except that shareholders of High Yield, Selective and 
Tax-Exempt may transfer their shares at net asset 
value into Tax-Exempt or High Yield at any time. The 
shareholders of each of the Investors Group of 
Funds, except Cash Management, who have held 
their shares eight months or more may transfer into 
Bond at net asset value without paying a sales 
charge. 


Applicants further represent that the shareholders of 
each of the Investors Group of Funds, except Cash 
Management, who have held their investments for 
less than eight months may transfer into Bond upon 
paying an additional sales charge. Shareholders of 
Bond, Tax Exempt and High Yield who have held 
their shares for less than eight months have the privi- 
lege of transferring into Mutual, Stock, Variable, Pro- 
gressive and New Dimensions, Tax-Exempt, Selective 
and High Yeild upon paying an additional sales 
charge. Applicants further state that shareholders of 
Selective who have held their shares for less than 
eight months may transfer into Mutual, Stock, 
Variable, Progressive and New Dimensions upon 
paying an additional sales charge. In each instance 
the additional sales charge is equal to the difference 
between the sales charge actually paid and that 
which would have been imposed had the original 
investment been in the Fund into which the 
subsequent transfer was made. No transfers are per- 
mitted into Cash Management by shareholders of 
Selective, Bond, Tax Exempt and High Yield who 
have held their shares less than eight months. 
Shareholders of the Investors Group of Funds do not 
have the privilege of transferring into Growth. 
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Shareholders of Cash Management who acquire their 
shares with redemption proceeds from one of the 
other Investors Group of Funds may transfer their 
shares into shares of each of the Investors Group of 
Funds, except Growth, at net asset value without 
paying a sales charge. Shares of Cash Management 
that were purchased directly may be redeemed and 
the redemption proceeds invested in shares of each 
of the Investors Group of Funds by paying the applic- 
able sales charge. Shares of Cash Management that 
were acquired with the redemption proceeds from 
one of the other Investors Group of Funds will be 
transferred first. 


Applicants now propose to assess an additional sales 
charge on transfers into Bond by certain shareholders 
of Cash Management. In this regard, Applicants state 
that the purpose of the proposed transfer privileges 
and the eight month restriction, where applicable, is 
to discourage attempts to circumvent the higher sales 
charges that could occur were an investor to pur- 
chase any of the Investors Group of Funds with a 
lower sales charge and, subsequently, transfer the in- 
vestment at net asset value for an investment in one 
of the other Investors Group of Funds which imposes 
a higher sales charge than the Fund originally pur- 
chased. According to the application, however, 
payment of the additional sales load could possibly be , 
avoided with respect to transfers into Bond by share- ! 
holders of Cash Management who acquired such 
shares with redemption proceeds from another of the 
Investors of Group of Funds and the combined 
investment period has been less than eight months. 
In order to insure that all the methods of purchasing 
shares of the Investors Group of Funds are equal, 
Applicants request an order of the Commission 
amending the previous order to permit Bond to 
assess an additional charge on shareholders of Cash 
Management who acquired such shares: (1) with 
proceeds redeemed from one of the other Investors 
Group of Funds where the sales charge assessed by 
the other Fund is less than the charge that would 
have been assessed had the investment been in Bond 
originally; and (2) with proceeds redeemed from one 
of the other Investors Group of Funds where the time 
span invested in Cash Management plus the time 
span of any prior investment in such Fund is less than 
eight months. 


Applicants represent that in all instances, the 
additional sales charge assessed by Bond on these 
transfers will be equal to the difference between the 
sales charge actually paid and the charge that would 
have been paid had the investment been made in 
Bond originally. 





Applicants further represent that pursuant to the dis- 
tributions agreements between IDS and each of the 
Investors Group of Funds, except Cash Management, 
IDS receives a sales charge equal to the difference 
between the total amount received upon each sale of 
shares and the net asset value of such shares at the 
time of sale, a portion of which is paid to IDS sales 
representatives as commissions. With respect to 
those transfers described above which involve the 
payment of any additional sales charge, Applicants 
state that IDS will pay to the applicable sales repre- 
sentative that portion of the additional sales charge 
which he would have received if the sale of shares of 
the higher load Fund had been made _ initially. 
Applicants further note that Bond imposes a sales 
charge for reinvested dividends by shareholders of 
Bond, which could result in the payment of an 
additional commission to the IDS sales representative 
who helped with the transfer. Applicants assert, 
however, that since the dividend reinvestment is a 
new sale which, technically, is not included in the 
original transfer, and that in many cases the customer 
calls the IDS sales representative to help with such 
divident reinvestment, it is appropriate to reimburse 
such sale representative for his effort. Applicants 
further state that they believe that there is not 
sufficient financial incentive for an IDS sales repre- 
sentative to initiate such transfers for his own benefit. 
Applicants represent that IDS has established 
sufficient internal monitoring and review procedures 
to ensure that such transfers are made at the request 
of the customer and not for the IDS sales represent- 
ative’s personal gain (including monitoring the 
frequency of transfers handled by individual repre- 
sentatives.) 


Section 11(a) of the Act provides that it shall be un- 
lawful for any registered open-end company or any 
principal underwriter for such company to make, or 
cause to be made, an offer to the shareholder of a 
security of such company or of any other open- 
end investment company to exchange his security for 
a security in the same or another such company on 
any basis other than the relative net asset value of the 
respective securities to be exchanged unless the 
terms of the offer have first been submitted to and 
approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current public offering price described in the 
prospectus. The sales charge described in the pro- 
spectus of each of the Investors Group of Funds is 
normally greater than the sales charge which would 
be applicable to a proposed transfer. Rule 22d-1 


permits certain variations in sales load, none of which 
it is alleged are applicable to the proposed transfer 
privileges. 


Section 6(c) provides, in pertinent part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities or transactions from any 
provisions of the Act or of any rule or regulation 
under the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


On the basis of the foregoing, Applicants submit that 
the proposed exemption is appropriate in the public 
interest and consistent with the protection of 
investors and purposes fairly intended by the policies 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 15, 1979, at 
5:30 p.m., submit to the Commission in writing, a 
request for a hearing on the application accompanied 
by a statement as to the nature of his interest, the 
reasons for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail upon Applicants 
at the addresses stated above. Proof of such service 
(by affidavit, or in the case of an attorney-at-law by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10911/October 24, 1979 


In the Matter of 


SHORT TERM INCOME FUND, INC. 
230 Park Avenue 
New York, New York 10017 


(81-4530) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF RULES 2a-4 AND 22c-1 UNDER THE ACT 


On September 28, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10881) of an 
application filed on September 4, 1979, and amended 
on September 24, 1979, by Short Term Income Fund, 
Inc. (““Applicant’’), an open-end, diversified manage- 
ment investment company registered under the 
Investment Company Act of 1940 (‘‘Act’’), for an 
order pursuant to Section 6(c) of the Act, exempting 
Applicant from the provisions of Rules 2a-4 and 22c-1 
under the Act to the extent necessary to permit 
Applicant to compute its price per share, for the pur- 
poses of effecting sales, redemptions and repur- 
chases of its shares, to the nearest one cent on a 
share value of one dollar. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistant with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Rules 2a-4 and 22c-1 under the Act, to the extent 
requested, be and hereby is, granted, effective forth- 
with, subject to ratification of the representations and 
undertakings contained in the application by a fully 
constituted board of directors, including a majority of 
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persons who are not “interested persons” of Ap- 
plicant within the meaning of Section 2(a)(19) of the 
Act, and subject to the following conditions to which 
Applicant has consented: 


1. Applicant’s Board of Directors, in super- 
vising Applicant’s operations and delegating 
special responsibilities involving portfolio 
management to Applicant’s investment 
adviser, undertakes—as a particular respon- 
sibility within its overall duty of care owed to 
the shareholders of Applicant—to assure to 
the extent reasonably practicable, taking into 
account current market conditions affecting 
Applicant’s investment objectives, that 
Applicant's price per share as computed for 
the purposes of effecting sales, redemptions 
and repurchases, rounded to the nearest one 
cent, will not deviate from one dollar. 


2. Applicant will maintain a dollar-weighted 
average portfolio maturity appropriate to its 
objective of maintaining a stable price per 
share. Applicant will not purchase a portfolio 
security with a remaining maturity of greater 
than one year, nor will it maintain a dollar- 
weighted average portfolio maturity in excess 
of 120 days. 


3. Applicant will limit its portfolio investments 
including repurchase agreements, to those 
United States dollar denominated _instru- 
ments which Applicant's Board of Directors 
determines present minimal credit risks, and 
which are of high quality as determined by 
any major rating service or, in the case of any 
instrument that is not so rated, of 
comparable quality as determined by 
Applicant’s Board of Directors. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


MASSACHUSETTS TAX EXEMPT UNIT 
TRUSTS, SERIES 1 THROUGH 6 (AND SUB- 
SEQUENT SERIES) 


and 


MOSELEY, HALLGARTEN, ESTABROOK & 
WEEDEN INC. 

60 State Street 

Boston, Massachusetts 02109 


(812-4412) 


ORDER PURSUANT TO SECTION 6(a) OF THE ACT 
EXEMPTING PROPOSED REINVESTMENT PLAN 
FROM THE PROVISIONS OF SECTION 22(d) OF 
THE ACT. 


Massachusetts Tax Exempt Unit Trusts, Series 1 
through 6 (and Subsequent Series) (‘‘Trusts’”), unit 
investment trusts registered under the Investment 
Company Act of 1940 (‘‘Act’’), and Moseley, 
Hallgarten, Estabrook & Weeden Inc. (‘‘Sponsor’’), 
sponsor for the Trusts (the Trusts and the Sponsor 
are hereinafter referred to collectively as Appli- 
cants’’), filed an application on December 22, 1978, 
and amendments thereto on February 1, 1979, and 
August 3, 1979, for an order of the Commission, 
pursuant to Section 6(c) of the Act, exempting 
Applicants to offer certificateholders of the Trusts the 
opportunity to participate in a reinvestment option 
plan pursuant to which certificateholders who have 
selected a semi-annual plan of distribution could elect 
to have distributions on their units of the Trusts auto- 
matically reinvested, at a reduced sales charge, in 
units of the Trusts. 


On September 17, 1979, a notice was issued 
(Investment Company Act Release No. 10870) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and 
stated that an order disposing of the application 
would be issued as of course unless a hearing should 
be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent with 


the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the exemption from Section 22(d) of the Act, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10913/October 25, 1979 


In the Matter of 


ASSET INVESTORS FUND, INC. 
67 Wall Street 
New York, New York 10005 


(812-4506) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM THE PROVISIONS 
OF SECTION 10(a) OF THE ACT. 


Asset Investors Fund, Inc. (‘“Applicant’’), registered 
under the Investment Company Act of 1940 (‘’Act’’) 
as a diversified, closed-end, management investment 
company, filed an application on July 16, 1979, and 
an amendment thereto on August 17, 1979, for an 
order of the Commission, pursuant to Section 6(c) of 
the Act, exempting Applicant from the provisions of 
Section 10(a) of the Act to enable Applicant, during 
its liquidation and dissolution, to have a board of dir- 
ectors more than 60 percent of the members of which 
are ‘‘interested persons’ of Applicant. 


On September 24, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10878) of the filing 
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of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be issued 
as of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it is found that 
the granting of the requested exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the exemption from Section 10(a) of the Act, to 
the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 8900/October 23, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
STEWART ENERGY SYSTEMS OF IDAHO, INC., A. 
LAMONT NIBARGER, et al. 
(E.D. Wa. Civ. No. 79-372) 


Jack H. Bookey, Administrator of the Seattle 
Regional Office of the Securities and Exchange Com- 
mission announces that on October 23, 1979, a com- 
plaint was filed in the United States District Court for 
the Eastern District of Washington in Spokane, 
Washington seeking to enjoin Stewart Energy 
Systems of Idaho, Inc. (“Stewart of Idaho’’), an 
Idaho corporation, Stewart Waterlift Systems of 
Idaho, Inc. of Goeur d’Alene, Idaho, Friends of the 
Constitution, Inc., A. Lamont Nibarger, President of 
Stewart of Idaho, David C. Holker of Goeur D’Alene, 
Idaho, Robert Holker of Wyzetta, Minnesota, Robert 
C. Stewart of Goeur D’Alene, Idaho and Double L. 
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Properties, Inc. from violations of the registration and 
anti-fraud provisions of the federal securities laws and 
seeking disgorgement and other ancillary relief. With- 
out admitting or denying the allegation of the com- 
plaint, all defendants except Robert C. Stewart con- 
sented to the entry of a decree of permanent injunc- 
tion enjoining them from further violations of the 
registration and anti-fraud provisions of the federal 
securities laws and agreeing to certain ancillary relief. 


The Commission’s complaint alleges, among other 
things, that in the offers and sales of notes, royalty 
interests, and dealerships, the defendants made 
untrue statements of material facts and failed to state 
material facts relating to the use of investor funds by 
Nibarger, his relatives, and companies owned or con- 
trolled by him, for his personal benefit. Additionally, 
the complaint alleges defendants failed to tell 
investors that in order for investors to obtain any 
return on their investment, it would be necessary to 
have engine sales ranging from $100 million to one 
billion dollars of $100 million in foreign licenses. It is 
also alleged that no working prototype of the Stewart 
cycle engine system has ever been tested in an 
applied working situation and therefore statements 
relating to the amount of return on investments and 
the time frame in which the Stewart engine system 
would pay for itself and provide a return on 
investments could not be made with any accuracy. 


As part of the ancillary relief Nibarger has agreed to 
resign as president of the company and give up his 
stock control in Stewart of Idaho. Stewart of Idaho 
has agreed to appoint a new Board of Directors, the 
majority of which will be independent of past 


management. In addition Stewart of Idaho and 
Nibarger have agreed to the appointment of an 
independent special agent to report and make recom- 
mendations on the amount of disgorgement to be 
made by Nibarger and companies owned and 
controlled by Nibarger to Stewart of Idaho. In 
addition, the special agent will recommend to the 
court the extent to which investors should receive an 
equity position in Stewart of Idaho by virtue of con- 
sideration previously paid to Stewart of Idaho. 
Stewart of Idaho and Nibarger have agreed to make 
an accounting to the court, the Securities and 
Exchange Commission and special agent and Stewart 
of Idaho has agreed to employ a major accounting 
firm to conduct a certified audit. In addition, Stewart 
of Idaho has agreed to make a full and fair disclosure 
of all activities of the Stewart corporations to the 
investors. 


The Court has retained jurisdiction to issue any 
further orders which are deemed appropriate. 








Litigation Release No. 8901/October 23, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
HAMILTON/COOKE & CO. OF FLORIDA, INC. 
(S.D. FLA., Civil Action No. 79-4446-CIV-WMH) 


Jule B. Greene, Administrator, Atlanta Regional 
Office, and William Nortman, Associate Regional 
Administrator, Miami Branch Office of the Securities 
and Exchange Commission, announce that on 
October 2, 1979, United States District Court Judge 
William M. Hoeveler entered an order, appointing the 
Securities Investor Protection Corporation for the 
purpose of liquidating Hamilton/Cooke & Co. of 
Florida Inc. (‘‘Hamilton/Cooke’’), a securities broker- 
dealer located in Miami, Florida. 


Based upon this order, which provided for the 
removal of the liquidation proceeding to the Bank- 
ruptcy Court, and without any hearing or determin- 
ation on the merits, and without prejudice, the Com- 
mission withdrew its application for injunctive relief 
against Hamilton/Cooke. 





Litigation Release No. 8902/October 23, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
WYOMING COAL CORPORATION AND JACK C. 
BRADLEY, JR. (U.S.D.C., Dist. of Wyoming, Civil 
Action No. C79-312) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced the filing of a civil complaint in 
the U.S. District Court for the District of Wyoming 
on October 15, 1979 against Wyoming Coal 
Corporation and Jack C. Bradley, Jr., all of 
Wyoming, seeking to enjoin them from violating the 
bookkeeping requirements of Section 13(b)(2) of the 
Securities Exchange Act of 1934, as Amended, 
(Exchange Act) and the periodic reporting require- 
ments of Section 13(a) of the Exchange Act and rules 
promulgated thereunder. The Complaint also sought 
an order requiring the defendants to file delinquent 
reports, to make a report to Wyoming Coal Corpor- 
ation shareholders and to make and keep adequate 
and accurate records. 


The Complaint alleges that since on or about 
December 1, 1977 Wyoming Coal Corporation 
(Wyoming Coal) aided and abetted by Jack C. 
Bradley, Jr. (Bradley) failed to make and keep books, 
records and accounts which, in reasonable detail, 
accurately and fairly reflected the transactions and 
dispositions of the assets of Wyoming Coal and failed 
to devise and maintain a system of internal 
accounting controls sufficient to provide reasonable 
assurances that transactions were recorded as nec- 
essary to permit preparation of financial statements in 
conformity with generally accepted accounting 
principles, all in violation of Section 13(b)(2) of the 
Exchange Act. The Complaint also alleges that 
Wyoming Coal, aided and abetted by Bradley, failed 
to file with the Commission its annual reports on 
Form 10-K for the fiscal years ended February 28, 
1977, February 28, 1978 and February 28, 1979; 
current reports on Form 8-K; and quarterly reports on 
Form 10-Q for that period ending November 30, 1977 
and for all subsequent quarters thereafter for which 
quarterly reports were due. The failures to file reports 
are alleged to be violations of Section 13(a) of the 
Exchange Act and Rules 13a-1, 13a-11 and 13a-13 
promulgated thereunder. 


On October 15, 1979 the Honorable Clarence A. 
Brimmer, Judge of the U.S. District Court for the 
District of Wyoming entered a judgment permanently 
enjoining the defendants as prayed for in the Com- 
plaint pursuant to the consent of said defendants in 
which they neither admitted nor denied the 
allegations of the Complaint other than the 
jurisdictional allegations. The judgment also requires 
defendants to file the delinquent reports within three 
months from the date of the Final Judgment, to 
make a report to stockholders of Wyoming Coal and 
to convene a stockholders meeting within 60 days of 
the filing of the required reports, and to make current 
and maintain adequate and accurate books and 
records of all transactions of Wyoming Coal. 





Litigation Release No. 8903/October 23, 1979 


UNITED STATES v. RICHARD S. BERRY (District of 
Arizona, CR 79-038 PHX) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the United States Securities and 
Exchange Commission and Michael D. Hawkins, 
United States Attorney for the District of Arizona 
announced that on September 17, 1979 the 
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Honorable Valdemar A. Cordova, U.S. District 
Judge, District of Arizona at Phoenix, Arizona, sen- 
tenced Richard S. Berry, an attorney, to three years 
imprisonment upon Berry's conviction of one count 
of conspiracy to obstruct an investigation, commit 
perjury and suborn perjury before the Commission 
and falsely testify in the U.S. District Court for the 
Western District of Texas. 


For further information see Litigation Releases Nos. 
8704 and 8864. 





Litigation Release 8904/October 25, 1979 


SECURITIES AND EXCHANGE COMMISSION v. LA 
POINTE INDUSTRIES INC. (United States District 
Court for the District of Columbia). Civil Action No. 
79-2879 


The Commission announced today that it filed in the 
United States District Court for the District of 
Columbia a civil injunctive action against La Pointe 
Industries, Inc. (‘‘La Pointe’’) of 155 West Main 
Street, Rockville, Connecticut 06066. La Pointe’s 
common stock is listed and traded on the American 
Stock Exchange. The Commission’s Complaint 
alleges violations of the reporting provisions of the 
federal securities laws and seeks a Judgment of Per- 
manent Injunction and Other Relief. 


The Complaint alleges that La Pointe has failed to file 
its Report on Form 10-K for its fiscal year ended June 
30, 1979, required to have been filed with the Com- 
mission by September 28, 1979. Further the 
Complaint charges that La Pointe, as part of a 
continuing course of violative conduct extending over 
several years, has failed to timely file certain of its 
Annual Reports and Quarterly Reports required to 
have been filed with the Commission. 


The Complaint requests that the Court order La 
Pointe to file forthwith with the Commission its 
Annual Report on Form 10-K for its fiscal ended June 
30, 1979. The Commission also requested that the 
Court enjoin La Pointe from further violations of the 
reporting provisions of the federal securities laws. 
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Litigation Release No. 8905/October 25, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
WESTERN GEOTHERMAL AND POWER CORPOR- 
ATION, ET AL. (USDC - District of Arizona, 77-504 
CAM PHX) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission announced that on October 1, 1979, the 
Honorable Carl A. Muecke, Federal District Judge for 
the District of Arizona held defendents Western 
Geothermal and Power Corporation (‘‘WGP”) and its 
president David V. Tolle (‘‘Tolle’’) in civil contempt of 
the Court’s Order of Preliminary Injunction dated May 
24, 1979. In relevant part the Order required WGP to 
appoint, within sixty (60) days from the date of the 
Order, an independent officer, not objectionable to 
the Commission, who would be given certain powers 
to ensure that future violations of the federal 
securities laws would not recur. The Court found that 
the defendants had not taken any steps to implement 
the terms of the Order. 


Judge Muecke also ordered that Tolle, president of 
WGP, would be given ten (10) days to appoint such 
officer and that if not implemented at the expiration 
of that period of time, Tolle would be fined $1,000.00 
per day until such time that such officer was 
appointed. If WGP and Tolle did not implement the 
Order after the expiration of fourteen (14) days, the 
Court ordered that the Commission submit a list of 
candidates from which the Court would select the 
officer. 


On the same day, the Court denied the defendant's 
motion to stay (pending appeal) the terms of the 
Order requiring the appointment of the officer. 





Litigation Release No. 8906/October 25, 1979 


SECURITIES AND EXCHANGE COMMISSION v. 
ROBERT M. VAN HORN AND PEAK INTERPRISES, 
INC. (W.D. Missouri, Civil No. 79 0921-CV-W6) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office announced that on October 15, 1979, 





the Commission filed a Complaint in the District 
Court for the Western District of Missouri against 
Robert M. Van Horn (‘Van Horn’’) and against Peak 
Enterprises, Incorporated (‘‘Peak’’). The Complaint 
seeks to preliminarily and permanently enjoin the de- 
fendants from further violations of the registration 
and anti-fraud provisions of the Securities Act 
(Sections 5(a), (c) and 17(a)) and from further 
violations of the anti-fraud provisions of the 
Securities Exchange Act (Section 10(b) and Rule 
10b-5 thereunder). 


The Complaint alleges that Van Horn violated the 
above mentioned sections of the securities laws in 
the offer, purchase and sale of promissory notes of 
Taurcap Loan and Investment Company (‘‘Taurcap”’) 
and Mo-Am Loan and Investment Company 
(‘‘Mo-Am”’) valued at approximately $8 million. More 
specifically, the Complaint alleges that in offering and 
selling promissory notes of Taurcap and Mo-Am, Van 
Horn made untrue statements of material facts and 
omitted to state certain material facts concerning, 
among other things: the financial soundness of 
Taurcap and Mo-Am; the fact that Van Horn and 
certain members of his former law firm were officers, 
directors and shareholders of certain corporations to 
which Taurcap and Mo-Am loaned proceeds from the 
sale of promissory notes; and the fact that loans 
made to Taurcap and Mo-Am by investors were 
repaid to such investors with money raised by 
Taurcap and Mo-Am through the sale of promissory 
notes to subsequent investors, and that in fact, such 
investors had invested in a ‘‘Ponzi’’ type scheme in 
which Taurcap and Mo-Am were dependent upon the 


inflow of funds from new investors to repay earlier 
investors and to continue their operations. 


The Complaint also alleges that Van Horn and Peak 
violated the above mentioned sections of the sec- 
urities laws in the offer, purchase and sale of 
“receipts” for Peak stock valued at approximately $4 
million. More specifically, the Complaint alleges that 
in exchanging Mo-Am promissory notes for Peak 
“receipts’’, Van Horn and Peak failed to inform inves- 
tors of the above discussed omissions and misrepre- 
sentations concerning their investment in Mo-Am and 
of the true facts concerning the value of the Mo-Am 
notes which were exchanged for Peak “receipts’’. 








ACCOUNTING SERIES 





ACCOUNTING SERIES RELEASE NO. 271/ 
October 23, 1979 


See 


SECURITIES ACT OF 1933 
Release No. 6139/October 23, 1979 
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